
55138 Federal Register / Vol. 60, No. 208 / Friday, October 27, 1995 / Rules and Regulations

§§ 1944.28–1944.30 [Reserved]

§ 1944.31 Loan approval.
(a) RHCDS employees are authorized

to approve or disapprove loans, as
delegated, in accordance with subpart A
of part 1901.

(b) All loan approvals are subject to
the availability of funds.

(c) [Reserved]
(d) [Reserved]
(e) If title evidence is required in

accordance with subpart B of part 1927
or in accordance with any special
requirements for the loan but is not
included in the docket, the loan may be
approved subject to the applicant
furnishing the required title evidence.
When the applicant furnishes required
title evidence, RHCDS will proceed with
processing the loan. In those cases in
which the title evidence does not
comply with the conditions specified,
the docket will be reconsidered by the
approval official.

§ 1944.32 [Reserved]

§ 1944.33 Loan closing.
(a) Reverification of income. If a loan

made on program terms will be closed
or the payment assistance agreement
will be executed more than 90 days after
the date of the last verification of
employment, or if there is evidence to
indicate the applicant’s financial status
has changed significantly, the
applicant’s income will be reverified in
accordance with § 1944.27 and the
amount of payment assistance will be
determined on the basis of the
applicant’s new income, based on the
schedules contained at § 1944.34(c). If
the adjusted income is such that the
applicant is no longer eligible for
payment assistance, the loan may be
closed if there is documented evidence
to clearly indicate other credit is not
available and the applicant has adequate
repayment ability based on the revised
income for the proposed loan. Payment
assistance may be granted if the
applicant’s income was at or below the
low-income level at the time of loan
approval but payment assistance will
not be granted if the adjusted income
exceeds the moderate-income limit set

forth in exhibit C (available in any
RECD field office).

(b) Promissory note. An RHCDS
approved ‘‘Promissory Note’’ will be
prepared and signed in accordance with
subpart B of part 1927. Payments of
principal and interest will be deferred
during the period the dwelling is not
suitable for occupancy as a residence
because of construction or repairs. If the
loan is closed before any funds are
advanced by RHCDS or loan funds are
distributed by multiple advance,
accrued interest is added to principal
and repaid in regular amortized
installments (payment alternative I)
after the deferment period. The monthly
payment provision will be used for all
applicants except those who are existing
RHCDS borrowers with previous loans
which were made on an annual
payment basis. If the annual payment
provision is used and installments are
not to be deferred, the amount of the
first installment will be determined by
RHCDS after considering the immediate
debt paying ability of the applicant. The
amount of the first installment may not
be less than an amount equal to interest
on the loan from the date of loan closing
to the next January 1.

(c) Real estate mortgage. An RHCDS
approved real estate mortgage form will
be used for loans to be secured by a real
estate mortgage.

(d) Collection of the first installment.
If the annual payment provision of the
note is used and payments are not to be
deferred, the first installment of a loan
closed during December will be paid at
the time of loan closing.

(e) Homeowners or fire and extended
coverage insurance. Buildings on the
property taken as security for the loan
will be insured in accordance with
subparts A and B of part 1806. The
policy and a paid receipt for 1 full year’s
premium must be presented by the
applicant at loan closing.

(i) Effective date of loan closing. A
loan secured by a real estate mortgage is
closed when the mortgage is filed for
record and the expected lien is
obtained. In other cases, a loan is closed
when the applicant executes the note
and any other required instruments.

§ 1944.34 Payment assistance.

(a) General. It is the policy of RHCDS
to grant payment assistance on loans to
qualified applicants to assist them in
obtaining and retaining decent, safe, and
sanitary dwellings and related facilities.
This section pertains to the granting of
payment assistance connected with loan
making activities. All other provisions
dealing with payment assistance are
contained in subparts G and I of part
1951.

(b) Approval authority. Officials who
are authorized to approve section 502
RH loans are also authorized to approve
payment assistance.

(c) Amount of payment assistance.
Payment assistance granted will be the
difference between the installment due
on the promissory note and the amount
the greater of the payment amortized at
the equivalent interest rate related to the
applicant’s income or the payment
calculated based on the floor related to
the applicant’s income.

(1) The floor is a minimum percentage
of adjusted family income which the
borrower must pay for PITI as follows:

(i) Very low-income borrowers will
pay a minimum of 22 percent;

(ii) Low-income borrowers with
adjusted family income below 65
percent of median income will pay a
minimum of 24 percent;

(iii) Low-income borrowers with
incomes between 65 percent to 80
percent of median will pay a minimum
of 26 percent.

(2) The equivalent interest rate is
determined by a comparison of the
borrower’s adjusted annual income as
determined in § 1944.6 to the median
income for the area where the security
property is located, based on income
figures published by HUD as reflected in
exhibit C (available in any RECD field
office). The following chart is to be used
for determining the equivalent interest
rate paid by the applicant when eligible
for payment assistance, for loan making
and loan servicing for loans closed after
the effective date of this subpart. In
determining percentages, rounding
should not be used.

PERCENTAGE OF MEDIAN INCOME AND EQUIVALENT RATE OF INTEREST

When the applicant’s adjusted income is:

Equal to or more than But less than
Then the equiv-
alent rate of in-

terest is**

00 percent .............................................................. 50.01 percent of median income ................................................................. 1 percent.
50.01 percent ......................................................... 55 percent of median income ...................................................................... 2 percent.
55 percent .............................................................. 60 percent of median income ...................................................................... 3 percent.
60 percent .............................................................. 65 percent of median income ...................................................................... 4 percent.
65 percent .............................................................. 70 percent of median income ...................................................................... 5 percent.


