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WELCOME WELCOME 

•• This training is an overview of the This training is an overview of the 
Single Family Housing Guaranteed Single Family Housing Guaranteed 
Loan Program. Loan Program. 

•• If you are taking the training as a If you are taking the training as a 
mandatory requirement, you are mandatory requirement, you are 
responsible for reporting your responsible for reporting your 
completion to your companycompletion to your company’’s contact. s contact. 

•• Download and/or print the course Download and/or print the course 
materials for future reference. materials for future reference. 

WELCOME WELCOME 

•• The executor of your companyThe executor of your company’’s s 
approved lenderapproved lender’’s agreement (Form RD s agreement (Form RD 
19801980--16) must sign a master attendance 16) must sign a master attendance 
sheet (provided in the course materials) sheet (provided in the course materials) 
and return it to either the National and return it to either the National 
Office or the State Office that sent your Office or the State Office that sent your 
company their precompany their pre--approval letter.   approval letter.   
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WELCOME WELCOME 

•• When all necessary application When all necessary application 
materials have been received and materials have been received and 
reviewed, Rural Development will notify reviewed, Rural Development will notify 
your company of their approval status your company of their approval status 
for the Guaranteed Loan Program.    for the Guaranteed Loan Program.    

Guaranteed LoansGuaranteed Loans
Affordable      Stable      ResponsibleAffordable      Stable      Responsible

November 2009 
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Training ToolsTraining Tools

• Titles with * * indicate an Administrative Notice is 
available on this topic.

• Titles with * * indicate a ListServ Notice was 
delivered on this topic. 

• This training is not all inclusive.  Please refer to 
RD Instruction 1980-D, Administrative Notices, 
Unnumbered Letters, and all other published 
guidance. 

Single Family Housing            Single Family Housing            
Guaranteed LoansGuaranteed Loans

How can lenders offer Guaranteed Loans? 

1. Become an approved lender*
• Form RD 1980-16 Approved Lender Agreement

• Be an approved lender with Fannie Mae, Freddie Mac, HUD, VA, 
State Housing Finance Agency. Farm Credit Service, or 
participate in other guaranteed loan programs (i.e. Rural 
Business, Utilities, and/or Farm Service Agency) 

• National or state approved status available 
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Single Family Housing            Single Family Housing            
Guaranteed LoansGuaranteed Loans

How can lenders offer Guaranteed Loans? 

2. Work with an approved lender
• Submit originated loan files to an approved lender for underwriting

• Refer to the approved lender for potential overlays/guidelines (i.e. 
minimum FICO scores, documentation requirements, property 
type restrictions, etc.) 

Single Family Housing            Single Family Housing            
Guaranteed LoansGuaranteed Loans

Who is not eligible to become an approved

lender?*
• HUD Loan Correspondents

• VA Agents

• Freddie Mac Third Party Originators (TPO) 

• Mortgage Brokers 

These lenders must find an approved lender to work with in order
to originate Guaranteed loans.
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Key Key 

Guaranteed Loan Guaranteed Loan 

BenefitsBenefits

KeyKey Guaranteed Benefits!Guaranteed Benefits!

Maximum Loan Amount: Maximum Loan Amount: 

• Up to 100% of appraised 
value, plus one time 
guarantee fee
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KeyKey Guaranteed Benefits!Guaranteed Benefits!

Maximum Loan AmountMaximum Loan Amount
Example: Example: 
• Purchase price:  $150,000
• Appraised Value:  $153,000 

Lender has $3,000 available between the
appraised value and the purchase price
amount to include eligible items if they
choose.  

KeyKey Guaranteed Benefits!Guaranteed Benefits!

Maximum Purchase Price: Maximum Purchase Price: 
• No maximum purchase price

• Repayment ratios determine 
purchasing power and 
affordability.  
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KeyKey Guaranteed Benefits!Guaranteed Benefits!

NoNo monthly mortgage insurance:monthly mortgage insurance:

• More affordable payments

KeyKey Guaranteed Benefits!Guaranteed Benefits!

Qualifying RatiosQualifying Ratios**
• 29% Housing 
• 41% Total debt 

• Ratio waiver requests may be 
approved by Rural Development 
with strong compensating factors 
supported with documentation 
submitted by the approved lender
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KeyKey Guaranteed Benefits!Guaranteed Benefits!

Fixed Interest Rates:  Fixed Interest Rates:  
• 30 year fixed rates 
• Added stability 

KeyKey Guaranteed Benefits!Guaranteed Benefits!

No reserve requirements: No reserve requirements: 
• No reserve minimum  
• No asset limit

• Income derived from liquid assets 
will be considered in the annual 
income calculation to ensure 
program eligibility. 
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KeyKey Guaranteed Benefits!Guaranteed Benefits!

Flexible Credit GuidelinesFlexible Credit Guidelines**
• No minimum FICO score  
• Nontraditional credit allowed 

• Applicants must display an ability 
and willingness to repay debts in a 
timely manner. 

KeyKey Guaranteed Benefits!Guaranteed Benefits!
Assistance Programs Allowed:Assistance Programs Allowed:
• Gift/Grant programs
• Downpayment assistance 
• Seller concessions
• Mortgage Credit Certificates 

(MCC’s) 
• Temporary or permanent 

buydowns
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KeyKey Guaranteed Benefits!Guaranteed Benefits!

NOTNOT limited to first time limited to first time 

homebuyers homebuyers 

KeyKey Guaranteed Benefits!Guaranteed Benefits!

Loans are GUARANTEED up to 90% Loans are GUARANTEED up to 90% 

of the original loan amount in the of the original loan amount in the 

event of a lossevent of a loss

Example: 
Loan Amount:  $100,000
Guaranteed Amount:  $90,000 
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Eligible Eligible 

Housing Housing 

Eligible HousingEligible Housing

•• Existing homesExisting homes
. 

Must meet HUD Handbooks 4150.2 and 4905.1 
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Eligible HousingEligible Housing

•• CondominiumsCondominiums**

Lenders must certify on the 1008 or similar document 
They have retained documented evidence the project
is approved by:
• Fannie Mae or
• Freddie Mac or
• HUD or
• VA 

Eligible HousingEligible Housing

• Townhouses/(PUD’s)

All PUD’s (attached and detached) are eligible for 
Guaranteed financing



13

Eligible HousingEligible Housing

• Modular homes

New and existing modular homes are eligible

Eligible HousingEligible Housing

• New Construction*
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Eligible HousingEligible Housing

• Manufactured homes*
New units: 1980.313(i) 

• purchase agreement must be dated within one year of the date 
displayed on the manufacture date of the unit

• Built by an approved dealer-contractor (each state maintains a list) 

Existing units: 1980.313(i)(2)(i)

• Must be originally built and financed

with a Direct or Guaranteed loan

• Original owner must be seller 

No Income Producing PropertyNo Income Producing Property

•• Rental Homes/Second HomesRental Homes/Second Homes

Guaranteed loans are for single family primary

residences only.   
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No Income Producing PropertyNo Income Producing Property

•• Grain bins, silos, dairy farms, hog barns, Grain bins, silos, dairy farms, hog barns, 
multiple equestrian stables multiple equestrian stables 

Any appurtenances that have specific income

producing abilities/purposes are ineligible.

1980.311(a)(4) and 1980.313(a).  

No Income Producing PropertyNo Income Producing Property

•• Farm service buildingsFarm service buildings

Large farm service buildings are non-essential for

RD purposes. 1980.311(a)(4) and 1980.313(a).    
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No Income Producing PropertyNo Income Producing Property

•• Windmills, Cell phone towersWindmills, Cell phone towers

Typically these structures generate income as the

company is “renting” the land where these are

located.  

No Income Producing PropertyNo Income Producing Property

•• Acreage:  nonAcreage:  non--tillable (farm), no tillable (farm), no ““limit,limit,””
30% site value30% site value

30% or more:  If typical for area (as verified by 

appraisal and comps) and the site cannot be 

subdivided into two or more sites, the 30% 

limitation may be exceeded. 1980.313(e)
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InIn--Ground Swimming PoolsGround Swimming Pools**

States may approve requests:

• No loan funds for contributory value of pool

• Appraiser must provide accurate value

• No ARRA Funds may be used

• Above ground pools are non-issues

Example:  Maximum Loan Amount Example:  Maximum Loan Amount 
Calculation w/ InCalculation w/ In--Ground PoolGround Pool

Appraised Value:             $175,000

Pool Value:                       - $2,500

Maximum loan amount:   $172,500 + g fee

$172,500 ÷ .98 = $176,020.41 loan amount w/ guarantee fee
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Property and Income Property and Income 

EligibilityEligibility

2 Program 2 Program ““RuralsRurals””

• Eligible area
• Eligible adjusted

household income



19

Nationwide Eligibility Web SiteNationwide Eligibility Web Site

http://eligibility.sc.egov.usda.govhttp://eligibility.sc.egov.usda.gov

•• Property Eligibility Property Eligibility 

•• Income EligibilityIncome Eligibility

•• Income Limit Income Limit pdfpdf by state by state 

Property Eligibility    Property Eligibility    

Bookmark 
as a Favorite
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Property Eligibility    Property Eligibility    

Property DisclaimerProperty Disclaimer
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Map an exact address:  Eligible Map an exact address:  Eligible 

Map an exact address:  IneligibleMap an exact address:  Ineligible
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Map an exact address:             Map an exact address:              
Unable to DetermineUnable to Determine
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Income Eligibility   Income Eligibility   
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MSAMSA

Metropolitan Statistical Area (MSA): 

MSA is a county or group of counties of 50,000 people or more, or “twin

cities” with a combined population of at least 50,000.  In addition to the

county such a city, contiguous counties are included in a metro area

according to commuting patterns.  In New England states, metro areas

consist of towns and cities instead of countries, otherwise the rules are

similar.  
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Number of People In Number of People In 
the Householdthe Household

The applicant, co-applicant, and all other persons who will make the 

applicant’s dwelling their primary residence for all or part of the next 12

months.  The temporary absence of a child from the home due to

placement in foster care shall not be taken into account in considering

family composition and size.  Foster children placed in the borrower’s

home and live-in aides shall not be counted as members of the

household.  

Example: Family of four could consist of the following:  John Doe

(applicant), Mary Doe (co-applicant), Kaitlyn Doe (daughter), and

Juanita Sweat (John Doe’s mother) 
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Dependents 

Residents Under 18 Years Old, Disabled, or 

Full Time Students: 

A deduction of $480 for each member of the family residing in the 

household, other than the applicant, spouse, or co-applicant, who is:

1. Under 18 years of age or

2. 18 years of age or older “and” is disabled per RD Instruction 
1980-D, section 1980.302(a) or

3. A full time student age 18 year or older  
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Elderly Household

An elderly family consists of one of the following: 

1. A person who is the head, spouse, or sole member of a family 
who is 62 years of age or older, or who is disabled, and is an 
applicant or borrower; or

2. Two or more persons who are living together, at least one of 
whom is age 62 years of age or older, or disabled, and who is an
applicant or borrower, or

Elderly Household

3. In the case of a family where the deceased borrower or spouse 
was at least 62 years old or disabled, surviving household 
members shall continue to be classified as an elderly family for
the purpose of determining adjusted income, even thought the 
surviving members may not meet the definition of elderly family on 
their own, provided: 

A. They occupied the dwelling with the deceased family member at 
the time of death; 

B. If one of the surviving family members is the spouse of the 
deceased family member, the family shall be classified as an 
elderly family only until the remarriage of the surviving spouse; 

C. At the time of the death of the deceased family member, the 
dwelling was financed under title V of the Housing Act of 1949
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Disabled person

Please see section 1980.302(a) of RD Instruction 1980-D 

for a full definition of “Disabled Person.”

A person who is unable to engage in any substantially gainful activity

by reason of any medically determinable physical or mental impairment

expected to result in death or which has lasted or is expected to last for

a continuous period of not less than 12 months.  
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Child Care Deduction

A deduction for the care of minors 12 years of age or under, to the 

extent necessary to enable a member of the applicant/borrower’s family

to be gainfully employed or to further his or her education. 

Payment for these services may not be made to persons whom the

applicant/borrower is entitled to claim as dependents for income tax

purposes. 

A full “written” justification for this deduction must be recorded in detail

in the loan docket.  
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Medical Expense Deduction

Medical expenses for any “Elderly Family” as defined in RD Instruction

1980-D, section 1980.302(a).  This includes medical expenses for any

household member the applicant/borrower anticipates incurring over

the ensuing 12 months “and” which are not covered by medical 

insurance.  Examples of said expenses are:  dental expenses, 

prescription medications, medical insurance premiums, eyeglasses, 

hearing aids, home nursing care, monthly payments on accumulated

major medical bills and full time nursing or institutional care which 

“cannot” be provided in the home for the member of the household. 
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Medical Expense Deduction

The deduction is the amount by which the aggregate allowable medical 
expenses of the household, combined with eligible disability 
expenses of the household, exceeds 3 percent of the qualifying 
household members Gross Annual Income (GAI).  

Example:  Qualifying household medical expenses are $3,200.  The 

Gross Annual Income is $15,500.  3% of annual income is $465.  

Allowable deduction is $2,735 ($3,200 - $465)
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Disability Expense 

Reasonable expenses for the care of an individual with disabilities in

excess of 3% of the annual income, when combined with eligible 

medical expenses, may be deducted from annual income if the 

expenses: 

• Enable the individual with disabilities or another family member to 
work

• Are not reimbursable from insurance or any other source; and 

• Do not not exceed the amount of earned income included in annual
income by the person who is able to work as a result of the 
expenses. 

Disability Expense 

Typical disability expenses include: 

• Care attendant to assist an individual with disabilities with daily 
activities of daily living directly related to permitting the individual or 
another family member to work; 

• Special apparatus, such as wheelchairs, ramps, adaptations to 
vehicles or work place equipment, if directly related to permitting the 
individual with disabilities or another family member to work.  
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THIS METHOD IS NOT RECOMMENDED THIS METHOD IS NOT RECOMMENDED 
UNTIL LENDERS ARE FAMILIAR UNTIL LENDERS ARE FAMILIAR 

WITH INCOME ELIGIBILITY WITH INCOME ELIGIBILITY 
DETERMINATIONS!  DETERMINATIONS!  
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Guarantee Fee Calculation Guarantee Fee Calculation 
and and 

Maximum Loan AmountMaximum Loan Amount

• Include in loan amount 
above appraised value

• Lower monthly payments

• Guaranteed up to 90%

GUARANTEE FEE BENEFITS!GUARANTEE FEE BENEFITS!
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Maximum Loan AmountMaximum Loan Amount

100% of the 100% of the appraisedappraised value plus the value plus the 
one time guarantee feeone time guarantee fee

Example: 

Appraised Value:  $180,000 

Appraised value + guarantee fee ($180,000 ÷ .98) = $183,673.47

$183,673.47 is the maximum loan amount RD will guarantee

Maximum CLTVMaximum CLTV

• No max CLTV

• RD only guarantees the maximum loan 
amount

• Grant funds/closing cost assistance, etc. is 
allowed but will NOT be guaranteed 
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Calculate the Guarantee FeeCalculate the Guarantee Fee

FIRST DETERMINE:

Will the fee be financed into the loan?  

OR 

Will the fee be paid at closing and not be
part of the loan amount? 

Calculate the Guarantee Fee:  Calculate the Guarantee Fee:  
FINANCEDFINANCED into the loan into the loan 
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FinanceFinance the Guarantee Feethe Guarantee Fee

Purchase:  2%  

Fee financed into the loan
Appraised Value:  $175,000

Purchase Price:  $172,000

Closing Costs:        $3,000

$175,000 ÷ .98 = $178,571.43

Disclose the g-fee:  $178,571.43 X .02 = $3,571.43

FinanceFinance the Guarantee Feethe Guarantee Fee

Refinance:  .5%

Fee financed into the loan
Appraised Value:  $175,000

Purchase Price:  $172,000

Closing Costs:        $3,000

$175,000 ÷ .995 = $175,879.39

Disclose the g-fee:  $175,879.39 X .005 = $879.39
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Calculating the Guarantee Calculating the Guarantee 
Fee:  Fee:  NOTNOT FinancedFinanced

No Finance No Finance the Guarantee Feethe Guarantee Fee

Purchase:  2%

Fee NOT financed into the loan
Appraised Value:  $175,000

Purchase Price:  $172,000

Closing Costs:        $3,000

$175,000 X .02 (or 2%) = $3,500

Borrower, Seller, Builder, Gift, Grant, etc. may pay for g-fee

at closing.  
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No Finance No Finance the Guarantee Feethe Guarantee Fee

Refinance:  .50%

Fee NOT financed into the loan
Appraised Value:  $175,000

Purchase Price:  $172,000

Closing Costs:        $3,000

$175,000 X .005 (or .5%) = $875

Calculate the Guarantee FeeCalculate the Guarantee Fee

What if the appraised value is equal to 
the purchase price?  

Lender may only include the guarantee fee into the loan amount.

Appraised Value:  $175,000 

Purchase Price:  $175,000

Maximum loan amount:  $175,000 ÷ .98 = $178,571.43
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Loan Loan 

ProcessProcess

Interview 
client 

Submit file to 
Underwriter 

Underwriter 
submits 
approved 
file to RD 

RD issues a 
conditional 
commitment 
within 24-48 
hours (1980.354)

Lender closes the 
loan and submits 
closing package 

RD issues  RD issues  
Loan Note Loan Note 
Guarantee to Guarantee to 
Lender  Lender  



54

Loan Processing TimeframesLoan Processing Timeframes**

““Record High Volume May Impact Approval TurnaroundRecord High Volume May Impact Approval Turnaround””

•• 2424--48 hour turnaround may increase 48 hour turnaround may increase 

•• States should keep lenders informedStates should keep lenders informed

•• Submit complete packages ASAPSubmit complete packages ASAP

•• Watch your lock expirations / closing dates Watch your lock expirations / closing dates 

Complete Loan ApplicationComplete Loan Application

RD Instruction 1980-D, section 1980.353(c): 
• Form RD 1980-21 executed by lender and applicant(s)
• 1003 Uniform Residential Loan Application (URLA), signed by 

the applicant(s) and lender 
• Appraisal report and evidence minimum property standards are 

met
• 1008 Uniform Underwriting Transmittal Summary or similar 

underwriting document executed by the lender
• Credit report  
• Income verifications 
• Purchase agreement
• Flood determination certificate
• Debt ratio waiver request, if applicable    
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Form RD 1980Form RD 1980--21 21 

““Request for Single             Request for Single             
Family Housing Family Housing 

Loan GuaranteeLoan Guarantee””

Form RD 

1980-21

Page 1 of 4 
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Purchase home 

Closing costs $3,000 + g-fee $3,632.65

$175,000

$6,632.65

$181,632.65

Approved Lender CertificationApproved Lender Certification
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Applicants CertificationApplicants Certification

ApplicantApplicant’’s Certifications Certification
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Form RD 

1980-21

Page 3 of 4

Form RD 

1980-21

Page 4 of 4
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OPTIONALOPTIONAL FORM FORM 

Form RD 1980Form RD 1980--86 86 

““Reservation of FundsReservation of Funds””

Form RD 
1980-86

Page 1 of 1
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Annual IncomeAnnual Income

Adjusted Income Adjusted Income 

Repayment Income Repayment Income 

Annual IncomeAnnual Income

The income of all adult household members.

RD Instruction 1980-D, section 1980.347

• Current verified income, either part time or full time, received by 
the applicant/borrower and all adult household members of the 
household.  

• Includes income of less than 12 months duration (i.e. seasonal 
income, commissions, overtime, bonuses, and unemployment 
computed as the estimated annual amount of such income for the 
upcoming 12 months.) Consideration should be given as to whether
the income is dependable based on verification by the employer and 
the applicant’s history of such income over the previous 24 months. 
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Annual IncomeAnnual Income

RD Instruction 1980-D, section 1980.347

• The gross amount before any payroll deductions, of wages and 
salaries, overtime pay, commissions, fees, tips, bonuses, and other 
compensation for personal services of all adult members of the 
household. 

• Interest/Dividend income from liquid assets in excess of $5,000.

• Social Security (including payments received on behalf of minors), 
annuities, retirement funds, pensions, etc. 

• Alimony, child support, maintenance (unless payments have not 
been received and documented efforts have been made to collect) 

Adjusted IncomeAdjusted Income

The household’s annual income minus eligible 
household deductions.

RD Instruction 1980-D, section 1980.348

• Dependents ($480 each) 

• Child care expenses

• Elderly household:  62 years of age ($400 flat deduction)

Deduction of the following expenses that exceed 3% of the gross

annual income:   

• Medical expenses (elderly families/disabled only)

• Attendant care/apparatus expenses for disabled members
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Adjusted IncomeAdjusted Income

Adjusted income compared to maximum adjusted income limits 
determines Guaranteed program eligibility. 

Repayment IncomeRepayment Income

Adequate and dependable income of the applicant’s 
who are on the loan.

RD Instruction 1980-D, section 1980.345(c)(2)

• Repayment income may differ from annual income.  Lender must 
determine there is a historical basis to conclude that the income is 
likely to continue.  

• Typically income of less than 24 months should not be included. 

• Tax exempt income may be grossed up in the amount of tax savings
attributable to the nontaxable income.  Adjustments for other than 
the applicable tax rate are not authorized. 
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Repayment IncomeRepayment Income

RD Instruction 1980-D, section 1980.347(e):  Income that is not

considered for annual income, but may be considered for 

repayment:

• Income from employment of minors

• Value of allotment of food stamps

• Payments received for care of foster children

• Lump-sum additions to assets such as inheritances, capital gains, 
insurance payments, etc. 

• Reimbursements of medical expenses 

• Remainder of funds from VA/educational benefits (minus books 
tuition, fees, and equipment.)  Student loans are not income.  

• Hazardous duty pay for exposure to hostile fire

• Federal benefits received as assistance

Income VerificationIncome Verification



65

Basic Income VerificationBasic Income Verification**

For household members who are applicants and
party to the note: 

OPTION #1: 
• Written verification of employment (VOE) and
• One recent paystub with a YTD figure

Basic Income VerificationBasic Income Verification**

For household members who are applicants and
party to the note: 

OPTION #2:
• 30 days of paystubs with YTD figure and 
• 2 years of W-2’s and 
• Telephone verification of employment (VOE)
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Basic Income VerificationBasic Income Verification**

For household members who are applicants and
party to the note: 

OPTION #3:
• Electronic print outs of 30 days of paystubs with 

YTD figure and 
• 2 years of W-2’s and 
• Telephone verification of employment (VOE)

Basic Income VerificationBasic Income Verification**

For household members who are not applicants, and 
therefore not party to the note:  

•Most recent paystub with YTD figure required
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Self Employed IncomeSelf Employed Income**
25% or greater ownership interest:  industry standard25% or greater ownership interest:  industry standard

Is the SE income stable and dependable? 
• 2 + years = yes 

• 1-2 years = maybe, does the applicant have: 

a.  two years previous successful employment or

b.  one year employment and formal education or

training in related occupation or profession

• Less than 1 year = no 

Self Employed IncomeSelf Employed Income**

Self-employed income verification: 

OPTION #1:

• 2 years of income tax returns (signed and dated) with all 
applicable schedules and

• YTD Profit and Loss (P&L) and balance statements  
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Self Employed IncomeSelf Employed Income**

Self-employed income verification: 

OPTION #2:

• IRS-issued transcripts with appropriate schedules and 

• YTD Profit and Loss (P&L) and balance statements

Self Employed IncomeSelf Employed Income**

For quality assurance purposes, lenders should have
the applicant sign at loan application:  

• IRS Form 4506 “Request for Copy or Transcript of Tax Form” or

• IRS Form 8821 “Tax Information Authorization”

It is not necessary for the lender to have the information returned
from the IRS prior to closing.  Retain correspondence in
permanent case file.  
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Self Employed IncomeSelf Employed Income**

Rural Development recommends but does not require: 

• Fannie Mae form 1084 “Cash Flow Analysis”

• Fannie Mae form 1088 “Comparative Income 

Analysis”

Self Employed IncomeSelf Employed Income**

Determining repayment income for sole proprietorship: 

• Net Profit +

• Depreciation +

• Depletion =

• Repayment Income
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Self Employed IncomeSelf Employed Income**

How to treat business debts:   

Remove from debt ratio calculations if: 

• Documentation is provided to prove the debt is paid 
by the business

• 12 months of canceled checks/bank statements from 

business account are provided  

Part time, Second Job, & Part time, Second Job, & 
Seasonal IncomeSeasonal Income**

Lender must evaluate the stability and expected continuance of

income types other than wages and salaries.

• 2 year or more history of receipt = stable and 
dependable 

• Less 2 year history:  verify with employer likelihood 
of continuance

• No history and no verification? = use as 
compensating factor only not repayment purposes 
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Commission IncomeCommission Income**

Lender must evaluate the stability and expected continuance of

income types other than wages and salaries.

• Average previous 2 years of receipt

• Receipt less than one year = do not use for 
repayment purposes

• Significant compensating factors may be considered 
for special circumstances 

• Non-reimbursed expenses are subtracted from the 
gross income

Overtime & Bonus IncomeOvertime & Bonus Income**

Lender must evaluate the stability and expected continuance of

income types other than wages and salaries.

• 2 year history of receipt = stable and dependable

• Less than 2 years = underwriter must justify use

• Employer verification of continuance

• Declining income?  Sound rationale must be 
provided if used
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TaxTax--Exempt IncomeExempt Income**

Lender must evaluate the stability and expected continuance of

income types other than wages and salaries.

• Social Security, retirement, disability, child support, 
worker’s compensation, military allowances, public 
assistance benefits, etc. 

• Lender verifies non-taxable status and continuance

• “Gross up” amounts for repayment purposes are 
limited to the tax savings attributable to the non-tax 
status

Child Support, Alimony, or Child Support, Alimony, or 
Maintenance IncomeMaintenance Income**

Lender must evaluate the stability and expected continuance of

income types other than wages and salaries.

• Receipt of payments for 12 months documented 

• Receipt less than 12 months acceptable if lender can 
document justification

• Verify three year continuance into mortgage 
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Retirement & Social Security Retirement & Social Security 
IncomeIncome**

Lender must evaluate the stability and expected continuance of

income types other than wages and salaries.

• Verify three year continuance into mortgage

• Benefits that expire within three years should be 
utilized as a compensating factor  

Automobile Allowance & Automobile Allowance & 
Expense Account IncomeExpense Account Income**

Lender must evaluate the stability and expected continuance of

income types other than wages and salaries.

• Amount that exceeds actual expenditure may be 
used for repayment income 

• Receipt for two years and verification from employer 
for continuance

• Include the debt for the allowance is provided 
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Military IncomeMilitary Income**

Lender must evaluate the stability and expected continuance of

income types other than wages and salaries.

• Variable housing allowances, clothing allowances, 
flight or hazard pay, rations, proficiency pay, etc.  

• Eligible for repayment purposes 

Section 8 VouchersSection 8 Vouchers**

Do not count in annual income.  

1. Add to Repayment Income                                   
(may be grossed up 25%) or

2. Offset PITI ( only if benefit is paid directly to lender)



75

Liquid Asset Types and Liquid Asset Types and 
DocumentationDocumentation**

• Depository:  (checking, savings, etc.)  

• Earnest Money

• Gift funds

• Sale proceeds from currently owned property

• 401k/retirement accounts 

• Stocks and bonds 

• Cash on hand

Liquid Asset Types and Liquid Asset Types and 
DocumentationDocumentation**

Depository:  (checking, savings, etc.)

• Verification of deposit with the average 2 month balance or; 

• Two consecutive monthly bank statements dated within 45 
days of the initial loan application date
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Liquid Asset Types and Liquid Asset Types and 
DocumentationDocumentation**

Earnest Money

• Reflected in a liquid asset account (i.e. checking or savings) 

• Funds cleared borrower’s account and verified by lender:  Enter as “Other 
Credit” in Section VII of the 1004

Liquid Asset Types and Liquid Asset Types and 
DocumentationDocumentation**

Gift Funds 

• Identified separately, even if the funds are deposited in a liquid asset such 
as checking or savings  

• Should NOT be reflected in depository accounts verified.  Balance of these 
accounts should reflect the balance less the deposited gift funds

• May assist with available funds for closing costs, voluntary downpayments
or guarantee fees

• May NOT be considered as cash reserves for compensating factors

• Documented gift letter singed by donor and applicant 
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Liquid Asset Types and Liquid Asset Types and 
DocumentationDocumentation**

Sale Proceeds from Currently Owned Property

• Final HUD-1 Settlement Statement documenting actual cash proceeds 

• Proceeds may be used as a liquid asset (i.e. checking or savings) 

Liquid Asset Types and Liquid Asset Types and 
DocumentationDocumentation**

Retirement Accounts, IRA’s, Thrift Savings, etc. 

• Only 60% of vested amount may be used 

• Obtain the most recent statement 
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Liquid Asset Types and Liquid Asset Types and 
DocumentationDocumentation**

Stocks and Bonds 

• The monthly or quarterly statement 

Liquid Asset Types and Liquid Asset Types and 
DocumentationDocumentation**

Cash on Hand 

• Defined as cash accumulated outside of a depository account, such as a 
checking or savings account.  

• Borrower explains in writing accumulation of funds and timeframe

• Lender determines reasonableness based upon borrower’s income and 
timeframe 

• Can not be used as a compensating factor for credit or debt ratio waivers 
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Assets & IncomeAssets & Income

Cash Value Over $5,000 1980.347(d)(3)(iii)

Include in annual income the greater of

• Actual income derived from asset or

• Imputed income:  Asset value X local passbook 
savings rate

Example:   

$25,000 CD x 4% interest = $1,000 annual interest 

Add $1,000 to the applicant’s annual income

calculation and confirm program eligibility

Assets & IncomeAssets & Income

Exclude downpayment and/or closing cost use: 

Example:   

$25,000 CD - $10,000 toward home purchase = 

$15,000 x 4% interest = $600 annual interest 

Add $600 to the applicant’s annual income

calculation and confirm program eligibility
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Retirement AssetsRetirement Assets**

• Eligible types include:  401k, IRA, Roth IRA, Thrift 
Savings Plans

• Retain documentation of account 

• Include only 60% of vested amount

• Only include as cash reserves and a compensating 
factor if withdrawals are currently allowable

• If access to funds is only granted upon death, 
employment separation, or retirement, they are not
eligible to be use

Retaining A Property Retaining A Property **

RD Instruction 1980-D, section 1980.346(a) 

MUST BE MET!   

The applicant must: 

Be a person who does not own a dwelling in the local

commuting area or owns a dwelling which is not 

structurally sound, functionally adequate.     



81

Retaining A PropertyRetaining A Property**

Break it down:

Be a person who does not own a dwelling in the local

commuting area      
• Rural Development shall determine local commuting area (typically 

an hour or more commute time)

Retaining A PropertyRetaining A Property**

Break it down:

or owns a dwelling which is not structurally sound,

functionally adequate.      
• Dwellings that are not structurally sound must have documented 

evidence of these issues

• Examples of not functionally adequate may include: 

*applicants whose current homes are not handicap accessible

*applicants merging households and the current home will not 

accommodate all household members
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Retaining A DwellingRetaining A Dwelling**

Applicants may retain only Applicants may retain only ONEONE dwelling dwelling 
in addition toin addition to the new property the new property 

financed with a GRH loan.financed with a GRH loan.

LiabilitiesLiabilities

Installment debts: 

6 months or less; underwriter does not have to count 

in debt ratios*

*Underwriter may include any debts regardless of months left to

pay if the debt is considered to have an impact on repayment 

ability per RD Instruction 1980-D, section 1980.345(c)(1).  
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LiabilitiesLiabilities

Revolving debts:  No payment listed on credit report 

• 5% of balance reported on credit report or

• Payment from current statement showing lower 

monthly payment due 

LiabilitiesLiabilities

Child Support / Alimony /Garnishments:  

• Must be included in debt ratios  
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LiabilitiesLiabilities

401k loans/loans against personal liquid assets:

• Not counted in debts or ratios

Deferred Student LoansDeferred Student Loans**

RD Instruction 1980-D, section 1980.345(c)(1): 

• Include payment listed on credit report  OR

• Include payment verified through loan servicer  OR

• Estimate payment as 1% of loan balance shown on 
credit report 
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CoCo--Signed LiabilitiesSigned Liabilities

RD Instruction 1980-D, section 1980.345(c)(1)(i)
Lender must include in debt ratios unless

• Lender can secure documented evidence payments have been 
made on time by primary obligor or other third party for 12 
months. 

• Evidence includes 12 months canceled checks, money order 
receipts, or bank statements. 

• Any late payments in the last 12 months means the debt must 
be counted. 

• Credit reports showing 12 months paid as agreed is not 
acceptable to exclude a debt.

Previous Mtg./Court Assignment of DebtsPrevious Mtg./Court Assignment of Debts

RD Instruction 1980-D, section 1980.345(c)(1)(ii)
Lenders must include in debt ratios unless

• Lender can secure documented evidence payments have been 
made on time by a third party for 12 months. 

• Evidence includes 12 months canceled checks, money order 
receipts, or bank statements.

• Lender can secure documented evidence applicant has 
received a release of liability from creditor

• Court order/quit claim deed is not acceptable evidence
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Previous Agency Loan Previous Agency Loan 

RD Instruction 1980-D, section 1980.345(d)(e)
Applicant has suffered a loss on a previous RD loan

that is settled or is subject to settlement: 

• RD must determine that the loss was beyond the applicants 
control, and any identifiable reasons for the loss no longer 
exist. 

• Lender is responsible for submitting evidence to support RD’s
review. 

Federal DebtsFederal Debts
RD Instruction 1980-D, section 1980.345(f)
One or more applicant’s have open federal debts or federal

judgments, or have a claim reported via CAIVRS: 

• All federal debts and federal judgments must be satisfied (paid in 
full) or otherwise resolved and have supporting documentation

• CAIVRS claims:  Applicant must provide the lender with official 
documentation that the delinquency has been paid in full or 
otherwise resolved, then processing of the application will continue. 
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RatiosRatios**

RD Instruction 1980-D, section 1980.345(c)(5)

• PITI:  29% 

• Total Debt:  41% 

• Ratios may be exceeded with strong documented
compensating factors by the lender

Debt Ratio WaiversDebt Ratio Waivers**

• No minimum FICO to request 
waiver 

• Lender must request in writing 
(1008) w/ documented
compensating factors  

• RD must concur, issue approval in 

writing
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Debt Ratio WaiversDebt Ratio Waivers**

Examples of compensating factors may include:
• 660 FICO:  can standalone IF no additional risk layers are present (i.e. 

credit waivers and payment shock) 
• No or low payment shock 
• Conservative attitude toward credit 
• Cash reserves 
• Previous housing history verifies ability to devote a greater portion of 

income to expenses
• 2 or more years of continuous employment history 
• Additional compensation/income not counted in ratios 
• Potential for increased earnings due to education/profession
• Trailing spouse income 
• Low total debt ratio 

LENDER IS RESPONSIBLE FOR DOCUMENTING! 

Documentation of Debt Ratio  Documentation of Debt Ratio  
WaiversWaivers**

Debt Ratio Waiver Requests are:Debt Ratio Waiver Requests are:

Issued by: Approved Lender 

Documented by: Approved Lender 

Approved by: Rural Development

Approved lender is responsible for documenting the

compensating factors to support the

debt ratio waiver request. 
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Documentation of Debt Ratio Documentation of Debt Ratio 
WaiversWaivers**

Temporary Temporary BuydownsBuydowns**

RD Instruction 1980-D, section 1980.392(b)

Lenders must: 
• Qualify applicant at the full note interest rate

• Document compensating factors that full note rate will not adversely 
effect borrower

• Initial interest rate is no more than 2% below the full note rate, and 
increases no more than 1% each year

• Only seller, builder, or other third party may contribute

• Funds must be escrowed with a state or federally funded supervised 
lender



90

Permanent Permanent BuydownsBuydowns

• Permanent buydowns are forever!

• Borrower or other third party may contribute

RD Instruction 1980-D, section 1980.310(d) for low

income applicants only (80% HUD Median Income and below):  

• Maximum of two discount points may be financed into the loan

• Permanent buydowns only 

• Appraised value must provide room to include the discount points

Interest RatesInterest Rates
Maximum rate determined on day of lock

RD Instruction 1980-D, section 1980.320

OPTION #1:  

Fannie 90 day delivery, plus 60 basis points, 
rounded up to the nearest quarter of one
percent. 
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Interest Rate ExampleInterest Rate Example
www.efanniemae.com/sf/refmaterials/hrny/index.jspwww.efanniemae.com/sf/refmaterials/hrny/index.jsp

4.85 + 60 basis points = 5.45 round up to nearest ¼% = 5.50%
Maximum rate if locked on 11/03/2009

Interest RatesInterest Rates
Maximum rate determined on day of lock

RD Instruction 1980-D, section 1980.320

OPTION #2:

Lender’s published VA rate, no discount points (par
rate) 
Submit VA rate sheet on date locked to verify 1980.320 is met
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Floating Interest RatesFloating Interest Rates**

• Maximum interest rate allowable is 
determined the date the rate is locked

• VA rates must have rate sheet submitted for 
the date the rate was locked

Interest Rate/Loan Amount  Interest Rate/Loan Amount  
Reminder!Reminder!

Interest rate or Loan Amount increasing prior to closing? Interest rate or Loan Amount increasing prior to closing? 

When 1980When 1980--18 Conditional Commitment has been issued submit18 Conditional Commitment has been issued submit

the following: the following: 

•• Revised 1980Revised 1980--21, executed by lender and 21, executed by lender and applicant(sapplicant(s) ) 

•• Revised 1008, executed by underwriterRevised 1008, executed by underwriter

•• Revised 1003, final signed at closing will complyRevised 1003, final signed at closing will comply

Processing time for a new Conditional Commitment Processing time for a new Conditional Commitment 
may take 3 or more business days.may take 3 or more business days.
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Lender Charges & FeesLender Charges & Fees**

RD Instruction 1980-D, section 1980.342(a)

• Lenders may establish the charges and fees for the 
loan, provided they are the same as those charged 
other applicants for similar types of transactions

• Similar transaction include FHA and VA (fellow 
government loans)

NonNon--U.S. Citizen EligibilityU.S. Citizen Eligibility**
RD Instruction 1980-D, section 1980.346(c)

The applicant must be:   
• A U.S. Citizen
• A person legally admitted to the U.S. for permanent residence
• A person legally admitted to the U.S. on indefinite parole 

Rural Development can assist lender’s in determining applicant 
eligibility of non U.S. Citizens
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CreditCredit**

RD Instruction 1980-D, section 1980.345(d)

The applicant must have a credit history which

indicates a reasonable ability and willingness to meet

obligations as they become due. 

CreditCredit**

RD Instruction 1980-D, section 1980.345(d)(i)-(viii)

Indicators of unacceptable credit: 

• More than one 30 day late payments in the last 12 months

• Foreclosure within the last 36 months 

• Outstanding tax liens or delinquent government debts, regardless of 
age as long as they are currently due and payable

• Judgments caused by nonpayment within the last 12 months or 
currently outstanding

• Accounts converted into collections in the last 12 months 

• Collection accounts outstanding, with no payment arrangements, 
regardless of age if they are currently due and payable 

• Any debts written off within the last 36 months 
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CreditCredit**

RD Instruction 1980-D, section 1980.345(d)(3)(i)-(ii)

The lender may consider mitigating circumstances to establish

the borrower’s intent for good credit when the applicant provides

documentation that:  

• The circumstances were of a temporary nature, and were beyond 
the applicant’s control, and have been removed (e.g. loss of job, 
delay or reduction in government benefits or other loss of income, 
increased expenses due to illness, death, etc.) or 

• The adverse action or delinquency is result of refusal to make 
payments due to defective goods or services, or justifiable dispute 
related to such goods or services. 

Documentation of Credit Documentation of Credit 
WaiversWaivers**

Adverse credit waivers are: 

Issued by: Approved Lender 

Documented by: Approved Lender 

Approved by: Approved Lender

Approved lender is responsible for retaining the

documentation provided by the applicant to support the

credit waiver. 
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Documentation of Credit Documentation of Credit 
WaiversWaivers**

CreditCredit**

RD Instruction 1980-D, section 1980.345(d)(2)(i)-(iii)

The following are not indicators of unacceptable credit: 

• “No history” of credit transactions by the applicant

• A bankruptcy in which applicant was discharged more than 36 
months before application

• A satisfied judgment or foreclosure with no loss of security which 
was completed more than 12 months before the date of application
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CreditCredit**

Selecting the FICO score for underwriting:  
• Tri-merged credit reports or an in-file report with a 

minimum of 2 reported credit bureaus

• 3 scores:  middle 

• 2 scores:  lowest

• 1 score:  can not use, must prepare non-traditional credit 
report

• No score:  must prepare non-traditional credit report 

CreditCredit**

• Lenders only have to review the credit of the 
applicants (those on the loan) 

• Lenders must review each applicants credit history 
separately
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Nontraditional CreditNontraditional Credit**
Lenders may only create nontraditional credit histories forLenders may only create nontraditional credit histories for
applicants that have: No reported credit or only one FICO scoreapplicants that have: No reported credit or only one FICO score

Rent/Housing history is available: Rent/Housing history is available: 
3 3 tradelinestradelines (including rent/housing) with a 12 month history(including rent/housing) with a 12 month history

Rent/Housing history is not available: Rent/Housing history is not available: 
4 4 tradelinestradelines, 12 month history  , 12 month history  

All All tradelinestradelines must have a recent 12 month history (i.e. accountsmust have a recent 12 month history (i.e. accounts

from 2004 with a 12 mo. history are not acceptable.) from 2004 with a 12 mo. history are not acceptable.) 

Nontraditional CreditNontraditional Credit**

• Nontraditional credit may NOT be used to offset 
derogatory references found in traditional credit 
information (i.e. late pays, collections, and 
judgments) 

• Reported derogatory credit must be paid or 
otherwise resolved for the applicant to be eligible. 
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Nontraditional CreditNontraditional Credit**

• Additional layers of risk are not advised (i.e. 
exceeding debt ratios, waiving adverse credit) 

• Payments made to relatives are not eligible 
tradelines

Nontraditional CreditNontraditional Credit**

12 month payment record from the following are acceptable
sources:  

• Utility payment records (if not included in rent/housing) 
including gas, electricity, water, land line home telephone 
service, cable TV, etc.

• Insurance payments (excluding those paid through payroll 
deductions) including medical, automobile, life, household, or 
renter’s insurance  

• School tuition
• Payments to retail stores (i.e. department, furniture, appliance 

stores, specialty stores, etc.) 
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Nontraditional CreditNontraditional Credit**

Acceptable verification and proof: 
• Canceled Checks or Money Order Receipts over 12 months

• Written verification from management companies must include: 

*  Creditor Name

*  Date account was opened 

*  Balance of account 

*  Monthly payment amount 

*  Payment history: 0x30, 0x60, 0x90 format

No “Satisfactory” or “Acceptable” comments

Nontraditional CreditNontraditional Credit**

• Only one 30 day DQ on one nontraditional credit 
reference within the last 12 months 

• 60 and 90 day DQ, and reports of disconnect notices 
are not allowed

Alternate Tradeline: 

Steady periodic savings deposits over 12 month period

to accumulate a cash reserve of 2 months PITI
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Payment ShockPayment Shock**
Payment Shock as a risk layer is: 

• Proposed PITI is 100% or higher than current rent/housing
• Applicant has no housing history (i.e. lives with parents)  

Payment Shock is NOT a risk layer when: 

• Payment shock is the ONLY risk factor associated with the loan 
file

• Payment shock is 100% or lower:  $850 Rent vs. $1200 PITI= 
41% NOT a risk layer!

Payment Shock is approved by the LENDER.

AppraisalsAppraisals**

RD Instruction 1980-D, section 1980.334
• Completed within 6 months of the date the request for a 

conditional commitment is submitted to RD
• Licensed or certified residential appraiser or a HUD Roster 

Appraiser
• Use appropriate appraisal forms for property type
• Clear photographs of front, rear, and street scene of subject 

and front view of each comparable.  (color photographs are not 
required) 

1004MC “Market Conditions Addendum to the Appraisal” required with all 
appraisals as of July 1, 2009
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AppraisalsAppraisals**

RD Instruction 1980-D, section 1980.341(b)(1)
• Existing homes must meet HUD Handbooks 4150.2 and 4905.1

HUD Handbook determinations may be made by a: 
• HUD Roster appraiser or
• Lender certified appraiser deemed qualified to complete HUD 

Handbook determinations or provide a home inspection 

Appraiser must note on the appraisal (page 3, addendum, or 
elsewhere on the appraisal) that the home meets HUD 

Handbooks 4150.2 and 4905.1 standards.

Additional InspectionsAdditional Inspections**

• Septic Inspection: Only if the appraiser or inspector 
requests an additional inspection 1980.341(c)

• Well Water: ALWAYS test well water county/state 
health dept. or lab 1980.341(c)

• Termite Inspection: Only if appraiser or inspector 
requests inspection, or state law requirement  
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RepairsRepairs

• Repairs may be included in the loan amount when 
there is room between the purchase price and the 
appraised value

• HUD Handbook noted repairs must be completed

• Additional repairs may also be included

• Repairs must be completed at the time of Loan Note 
Guarantee request, unless exterior weather delayed

• All repairs that effect the safety, soundness, or 
sanitation of the home must be completed prior to 
loan closing and occupancy

Exterior Weather Delayed Exterior Weather Delayed 
Repairs Repairs 

RD Instruction 1980-D, section 1980.315
• Signed contract/bid documentation is in the file
• Completion within 120 days 
• Lender agrees to obtain a final inspection of work 

and alert RD of completion
• Escrow account is established:  150% of the cost of 

repairs, or higher amount as determined by lender 

Loan Note Guarantee will be issued without repairs 
completed if these items are documented per 

1980.360(2)(ii)
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Manufactured Homes:             Manufactured Homes:             
Built to HUD CodeBuilt to HUD Code

New units: 1980.313(i) 
• purchase agreement must be dated within one year of 

the date displayed on the manufacture date of the unit
• Built by an approved dealer-contractor (each state 

maintains a list) 

Existing units: 1980.313(i)(2)(i)
• Must be originally built and financed

with a Direct or Guaranteed loan
• Original owner must be seller 

New ConstructionNew Construction**

RD Instruction 1980-D, section 1980.341(b)(2)

Lender must retain evidence in permanent
case file of: 

• Certified Plans and Specs
• Construction Inspections
• Builder Warranty 
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Certified Plans & SpecsCertified Plans & Specs**

3 options to prove
• Building Permit, issued by local jurisdiction* 

OR
• Certificate of Occupancy, issued by local 

jurisdiction* 
OR

• Copy of certification from a qualified individual or 
organization that states the reviewed documents 
comply with applicable development standards.  
Form RD 1924-25 “Plan Certification” is an 
acceptable form but may not be required by RD.

Certified Plans & SpecsCertified Plans & Specs**

What local jurisdictions are eligible for building permits

and/or a Certificate of Occupancy?  

• The Rural Development State Director must determine 
whether local communities or jurisdictions qualify to use 
these forms of “acceptable evidence” under RD 
Instruction 1924-A, section 1924.5(f)(L)(iii)(c)(2).  
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Certified Plans & SpecsCertified Plans & Specs**

Who is a qualified individual or organization to review

plans and specs?  

• Licensed Architects, Professional engineers, Plan 
Reviewers certified by a national code organization, 
Local building officials authorized to review and approve 
building plans and specifications, or National code 
organizations)  These individuals may also sign Form 
RD 1924-25 “Plan Certification” which is an option RD 
form you may use, but it is NOT required.

Evidence of Construction InspectionsEvidence of Construction Inspections**

2 options to prove
• Certificate of Occupancy, issued by local jurisdiction that 

performs at least 3 construction inspections
OR

Copies of 3 construction inspections 
1. Footings and foundation are ready to be poured, prior to 

backfilling 
2. Shell is complete, but plumbing, electrical, and mechanical 

work are still exposed
3. Final inspection of completed work prior to occupancy
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Builder WarrantyBuilder Warranty**

2 options to prove

1. One year builder’s warranty 
OR

2.  10 year insured builder’s warranty acceptable to 
Rural Development  If a 10 year insured warranty is secured, 
the lender only needs to request the builder to sign Form RD 1924-
25 “Plan Certification” and these two items are all that need to be 
retained per 1980.341(2)(b)(iv).  

Homes Without EvidenceHomes Without Evidence**

New homes completed for less than 12 months and
never occupied with no evidence: 

Maximum Loan Amount: 
90% LTV plus the one time guarantee fee 



108

Condominiums*

Lenders may self certify projects meet Fannie, Freddie,

HUD, or VA requirements and must retain:

• Condo questionnaire 

• Master hazard insurance policy

Lenders certify the project approval on the 1008 or similar

form.  

Streamlined RefinancesStreamlined Refinances**
ARRA Funds ARRA Funds 

• No new appraisal required

• Pay off principal balance

• New loan amount may not exceed the original loan amount

• Interest rate of new loan must be 100 basis points below the 
original interest rate

• No accrued interest, closing costs, or lender fees allowed to be
financed

• .5% Guarantee fee may be included only to the extent of the 
original loan amount 
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NonstreamlinedNonstreamlined RefinancesRefinances**
ARRA funds ARRA funds 

• New and current appraisal required 

• Interest rate must be 100 basis points below the original 
interest rate 

• Principal, accrued interest, closing costs, lender fees, and the
.5% may be included as determined by the appraisal 

• For low income applicants only, up to 2 discount points may be 
financed to permanently reduce the interest rate further

ARRA RefinancesARRA Refinances**

• Interest rate must be 100 basis points below the original note 
rate

• Customary and reasonable closing costs include the actual 
cost of:

*Appraisal, inspection, credit reports, imposed verification charges, title 

examination and title insurance fees, settlement fees, attorney fees, recording

fees, taxes, test or treatment fees, and/or courier/wire/notary fees as long as

the service provider is not an employee of the lender.  Document preparation

fees may only be charged if prepared by a third party and not the lender.    

• Origination fee of up to 1%, based on the combined total of the 
loan amount to be refinanced
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ARRA RefinancesARRA Refinances**

• Lock in/rate lock fees may be assessed to the borrower but are 
not considered in closing costs.  

• No discount points or broker fees may be assessed to the 
borrower

ARRA RefinancesARRA Refinances**

Borrower Qualifications: 

• Borrower(s) on existing promissary note must be identical to 
the new note unless one or more are deceased, or divorced. 

• If a borrowers wishes to relinquish interest, the remaining 
borrower must demonstrate repayment ability 

• Current on loan for 180 days prior to loan application

• Late payments in the past 36 months must be considered by 
the underwriter
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Streamlined RefinancesStreamlined Refinances**
Annual Funds Annual Funds 

• No new appraisal required

• Interest rate of new loan must be the same or lower than the 
original interest rate

• No accrued interest, closing costs, or lender fees allowed to be
financed

• .5% Guarantee fee may be included above the appraised value

NonstreamlinedNonstreamlined RefinancesRefinances**
Annual funds Annual funds 

• New and current appraisal required 

• Interest rate must be the same or lower than the original 
interest rate 

• Principal, accrued interest, closing costs, lender fees, and the
.5% may be included as determined by the appraisal 

• For low income applicants only, up to 2 discount points may be 
financed to permanently reduce the interest rate further
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Form RD 1980Form RD 1980--1818

““Conditional Commitment for Conditional Commitment for 
Single Family Housing Loan Single Family Housing Loan 

GuaranteeGuarantee””

Form RD 
1980-18

Page 1 of 2
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Form RD 
1980-18

Page 2 of 2

Attachment to Form RD        Attachment to Form RD        
19801980--18: 18: 

““Conditional Commitment for Conditional Commitment for 
Single Family Housing Loan Single Family Housing Loan 

GuaranteeGuarantee””
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Attachment to Form 
RD 1980-18

Page 1 of 2

Attachment to Form 
RD 1980-18

Page 2 of 2
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Closing Package Closing Package 

• Promissary Note 
• Guarantee fee check payable to RD 
• HUD 1 Settlement Statement, or similar closing document
• Form RD 1980-18, executed by lender 
• Attachment to Form RD 1980-18 (if applicable), executed by 

lender
• Form RD 1980-19 Loan Closing Report, completed and 

executed by lender 
• Form RD 1980-11 Lender Record Change, completed and 

executed by lender IF the loan is going to a new holding or 
servicing lender 

• Any additional documents conditioned for on Form RD 1980-18

Form RD 1980Form RD 1980--17 17 

““Loan Note GuaranteeLoan Note Guarantee””
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Form RD 
1980-17

Page 1 of 2

Form RD 
1980-17

Page 2 of 2
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ResourcesResources

www.rurdev.usda.gov/regswww.rurdev.usda.gov/regs//
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RD Instruction 1980-D 
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LISTSERV:  LISTSERV:  www.rdlist.sc.egov.usda.govwww.rdlist.sc.egov.usda.gov
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Contact RDContact RD
http://eligibility.sc.egov.usda.govhttp://eligibility.sc.egov.usda.gov
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USDA is an equal opportunity provider, employer, and lender.  To file a complaint of discrimination write 
USDA, Director, Office of Civil Rights, 1400 Independence Avenue, S.W., Washington, D.C., 20250-9410 or call 

(800) 795-3272 (voice) or (202) 720-6382 (TDD).

Thank you for completing Guaranteed Loan Training! Thank you for completing Guaranteed Loan Training! 

• Report your completion to your supervisor. 
• Your supervisor should add your name to the master attendance sheet they 

are maintaining if mandatory training completion has been requested prior to 
becoming an approved lender. 

• The executor of Form RD 1980-16 should sign the master attendance sheet 
and return to either the National Office or State Office for lender approval.  The 
pre-approval letter received will have a contact and address of where to return 
the attendance sheet.  

• Be sure to print and retain course materials for future reference. 
• If you have completed training for your own knowledge no further actions are 

necessary.  

USDA is an equal opportunity provider, employer, and lender.  To file a complaint of discrimination write 
USDA, Director, Office of Civil Rights, 1400 Independence Avenue, S.W., Washington, D.C., 20250-9410 or call 

(800) 795-3272 (voice) or (202) 720-6382 (TDD).

THANK YOU FOR SUPPORTING THE THANK YOU FOR SUPPORTING THE 
GUARANTEED LOAN PROGRAM! GUARANTEED LOAN PROGRAM! 


