Rural Housing Service, USDA

PERCENTAGE OF MEDIAN INCOME AND THE
EQUIVALENT INTEREST RATE
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*Or note rate, whichever is less; in no case will the equiva-
lent interest rate be less than one percent.

(d) Calculation of interest credit. The amount
of interest credit granted is the difference
between the note rate installment as pre-
scribed on the promissory note and the
greater of:

(1) Twenty percent of the borrower’s ad-
justed income less the cost of real estate
taxes and insurance, or

(2) The amount the borrower would pay if
the loan were amortized at an interest rate
of 1 percent.

(e) Annual review. The borrower’s income
will be reviewed annually to determine
whether the borrower is eligible for contin-
ued payment subsidy. The borrower must no-
tify RHS whenever an adult member of the
household changes or obtains employment,
there is a change in household composition,
or if income increases by at least 10 percent
so that RHS can determine whether a review
of the borrower’s circumstances is required.

§3550.69 Deferred mortgage payments.

For qualified borrowers, RHS may
defer up to 25 percent of the monthly
principal and interest payment at 1
percent for up to 15 years. This assist-
ance may be granted only at initial
loan closing and is reviewed annually.
Deferred mortgage payments are sub-
ject to recapture when the borrower
transfers title or ceases to occupy the
property.

(a) Eligibility. In order to qualify for
deferred mortgage payments, all of the
following must be true:

§3550.70

(1) The applicants adjusted income at
the time of initial loan approval does
not exceed the applicable very low-in-
come limits.

(2) The loan term is 38 years, or 30
years for a manufactured home.

(3) The applicant’s payments for prin-
cipal and interest, calculated at a one
percent interest rate for the maximum
allowable term, plus estimated costs
for taxes and insurance exceeds:

(i) For applicants receiving payment
assistance, 29 percent of the applicants
repayment income by more than $10
per month; or

(ii) For applicants receiving interest
credit, 20 percent of adjusted income by
more than $10 per month.

(b) Amount and terms. (1) The amount
of the mortgage payment to be deferred
will be the difference between the ap-
plicants payment for principal and in-
terest, calculated at one percent inter-
est for the maximum allowable term,
plus estimated costs for taxes and in-
surance and:

(i) For applicants receiving payment
assistance, 29 percent of the applicants
repayment income.

(ii) For applicants receiving interest
credit, 20 percent of adjusted income.

(2) Deferred mortgage payment
agreements will be effective for a 12-
month period.

(3) Deferred mortgage assistance may
be continued for up to 15 years after
loan closing. Once a borrower becomes
ineligible for deferred mortgage assist-
ance, the borrower can never again re-
ceive deferred mortgage assistance.

(c) Annual review. The borrower’s in-
come, taxes, and insurance will be re-
viewed annually to determine eligi-
bility for continued deferred mortgage
assistance. The borrower must notify
RHS whenever an adult member of the
household changes or obtains employ-
ment or if income increases by at least
10 percent so that RHS can determine
whether a review of the borrower’s cir-
cumstances is required.

§3550.70 Conditional commitments.

A conditional commitment is a de-
termination by RHS that a dwelling of-
fered for sale will be acceptable for
purchase by a qualified RHS loan appli-
cant if it is built or rehabilitated in ac-
cordance with RHS-approved plans,
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