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(h) Reporting. After the sale is closed, 
it will be reported according to 
§ 1955.142 of this subpart. 

[53 FR 27834, July 25, 1988; 54 FR 6875, Feb. 15, 
1989, as amended at 58 FR 38928, July 21, 1993; 
68 FR 61332, Oct. 28, 2003; 69 FR 69106, Nov. 26, 
2004] 

§ 1955.118 Processing cash sales or 
MFH credit sales on NP terms. 

(a) Cash sales. Cash sales will be 
closed by the servicing official col-
lecting the purchase price (less any 
earnest money deposit or bid deposit) 
and delivering the deed to the pur-
chaser. 

(b) Credit sales. The following provi-
sions apply to MFH credit sales on NP 
terms: 

(1) Offers. Form RD 1955–45 or RD 
1955–46, as appropriate, will be used to 
document the offer and acceptance. 
Contract acceptance is made prior to 
processing a request for credit on NP 
terms. 

(2) Processing. Purchasers requesting 
credit on NP terms will be required to 
submit documentation to establish fi-
nancial stability, repayment ability, 
and creditworthiness. Standard forms 
used to process program applications 
may be utilized or comparable docu-
mentation may be accepted from the 
purchaser with the servicing official 
having the discretion to determine 
what information is required to sup-
port loan approval for the type prop-
erty involved. Individual credit reports 
will be ordered for each individual ap-
plicant and each principal within an 
applicant entity in accordance with 
subpart B of part 1910 of this chapter. 
Commercial credit reports will be or-
dered for profit corporations and part-
nerships, and organizations with a sub-
stantial interest in the applicant enti-
ty in accordance with subpart C of part 
1910 of this chapter. 

(3) Approval. Form RD 3560–51 will be 
used to approve a credit sale even 
though no obligation of funds is in-
volved. Special instructions on the FMI 
pertaining to NP credit sales will be 
followed. 

(4) Downpayment. A downpayment of 
not less than 10 percent of the purchase 
price is required at closing. 

(5) Interest rate. The Section 515 RRH 
interest rate plus 1⁄2 percent will be 

charged on all types of housing credit 
sales, except SFH. Refer to exhibit B of 
RD Instruction 440.1 (available in any 
Rural Development office) for interest 
rates. Loans made on NP terms will be 
closed at the interest rate which was in 
effect at the time the loan was ap-
proved. 

(6) Term of note. The note amount will 
be amortized over a period not to ex-
ceed 10 years. If the State Director de-
termines more favorable terms are nec-
essary to facilitate the sale, the note 
amount may be amortized using a 30- 
year factor with payment in full (bal-
loon payment) due not later than 10 
years from the date of closing. In no 
case will the term be longer than the 
period for which the property will serve 
as adequate security. 

(7) Modification of security instruments. 
If applicable to the type property being 
sold, modification of security instru-
ments may be made. On the promissory 
note and/or security instrument (mort-
gage or deed of trust) any covenants re-
lating to graduation to other credit, re-
strictive-use provisions on MFH 
projects, personal occupancy, inability 
to secure other financing, and restric-
tions on leasing may be deleted. Dele-
tions are made by lining through only 
the specific inapplicable language with 
both the NP borrower and Rural Devel-
opment initialing the changes. 

(8) Closing sale. Title clearance, loan 
closing and property insurance require-
ments for a credit sale are the same as 
for a program loan except: 

(i) The property will be conveyed in 
accordance with § 1955.141(a) of this 
subpart. 

(ii) The purchaser will pay his/her 
own closing costs. Earnest money, if 
any, will be used to pay purchaser’s 
closing costs with any balance of clos-
ing costs being paid by the purchaser. 
Any closing costs which are legally or 
customarily paid by the seller will be 
paid by Rural Development from the 
downpayment. 

(iii) The County Supervisor or Dis-
trict Director will provide the closing 
agent with the necessary information 
for closing the sale. The assistance of 
OGC will be requested to provide clos-
ing instructions for all MFH sales. 

(iv) When more than one property is 
bought by the same buyer and the 
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transactions are closed at the same 
time, a separate promissory note will 
be prepared for each property, but one 
mortgage will cover all the properties. 

(9) Reporting. After the sale is closed, 
it will be reported according to 
§ 1955.142 of this subpart. 

(10) Classification. MFH credit sales 
on NP terms will be classified as NP 
loans and serviced accordingly. 

(11) Form RD 1910–11, ‘‘Applicant Cer-
tification, Federal Collection Policies for 
Consumer or Commercial Debts.’’ The 
County Supervisor or District Director 
must review Form RD 1910–11, ‘‘Appli-
cant Certification, Federal Collection 
Policies for Consumer or Commercial 
Debts,’’ with the applicant, and the 
form must be signed by the applicant. 

[53 FR 27835, July 25, 1988, as amended at 54 
FR 29333, July 12, 1989; 55 FR 3942, Feb. 6, 
1990; 58 FR 38928, July 21, 1993; 58 FR 52653, 
Oct. 12, 1993; 68 FR 61332, Oct. 28, 2003; 69 FR 
69106, Nov. 26, 2004] 

EFFECTIVE DATE NOTE: At 89 FR 106980, 
Dec. 31, 2024, § 1955.118 was amended by revis-
ing paragraphs (b)(2) and (6), (b)(8)(iii), and 
(b)(11), effective Jan. 30, 2025. For the con-
venience of the user, the revised text is set 
forth as follows: 

§ 1955.118 Processing cash sales or MFH 
credit sales on NP terms. 

* * * * * 

(b) * * * 
(2) Processing. Purchasers requesting credit 

on NP terms will be required to submit docu-
mentation to establish financial stability, 
repayment ability, and creditworthiness. 
Standard forms used to process program ap-
plications may be utilized or comparable 
documentation may be accepted from the 
purchaser with the servicing official having 
the discretion to determine what informa-
tion is required to support loan approval for 
the type of property involved. Individual 
credit reports will be ordered for each indi-
vidual applicant and each principal within 
an applicant entity in accordance with sub-
part R of 7 CFR part 3560. Commercial credit 
reports will be ordered for profit corpora-
tions and partnerships, and organizations 
with a substantial interest in the applicant 
entity in accordance with subpart R of 7 CFR 
part 3560. 

* * * * * 

(6) Term of note. The note amount will be 
amortized over a period not to exceed 10 
years. If the leadership designee determines 
more favorable terms are necessary to facili-

tate the sale, the note amount may be amor-
tized using a 30-year factor with payment in 
full (balloon payment) due not later than 10 
years from the date of closing. In no case 
will the term be longer than the period for 
which the property will serve as adequate se-
curity. 

* * * * * 

(8) * * * 
(iii) The Agency will provide the closing 

agent with the necessary information for 
closing the sale. The assistance of OGC will 
be requested to provide closing instructions 
for all MFH sales. 

* * * * * 

(11) Form RD 1910–11, ‘‘Applicant Certifi-
cation, Federal Collection Policies for Consumer 
or Commercial Debts.’’ The Agency must re-
view Form RD 1910–11, ‘‘Applicant Certifi-
cation, Federal Collection Policies for Con-
sumer or Commercial Debts,’’ with the appli-
cant, and the form must be signed by the ap-
plicant. 

§ 1955.119 Sale of SFH inventory prop-
erty to a public body or nonprofit 
organization. 

Notwithstanding the provisions of 
§ 1955.111 through § 1955.118 of this sub-
part, this section contains provisions 
for the sale of SFH inventory property 
to a public body or nonprofit organiza-
tion to use for transitional housing for 
the homeless. A public body or non-
profit organization is a nonprogram ap-
plicant. All other SFH credit sales on 
nonprogram terms will be handled in 
accordance with subpart J of part 1951 
of this chapter. 

(a) Method of sale. The method of sale 
is according to § 1955.112 of this sub-
part. Upon request from a public body 
or nonprofit organization, Rural Devel-
opment will provide a list of all SFH 
inventory property, regardless of 
whether it is listed for sale with real 
estate brokers. The list will indicate 
whether the property is program or 
nonprogram. Upon written notice of 
the organization’s intent to buy a spe-
cific property, if it is not under a sale 
contract, Rural Development will with-
draw the property from the market for 
a period not to exceed 30 days to pro-
vide the organization sufficient time to 
execute Form RD 1955–45. 

(b) Price. The price of the property 
will be established according to 
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