WELCOME

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

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

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

*Welcome to an overview training of the Single Family Housing Guaranteed Loan
Program.

«If you are taking today’s training as part of the mandatory training requirement
necessary before your company can become an approved lender with Rural
Development, please note that you are responsible for reporting your completion of
this training to your company’s point of contact.

*Please ensure you have downloaded and/or printed out the course materials for
this training. They will not only assist you in getting more out of today’s training, but
will serve as a valuable reference guide.

WELCOME

* The executor of your company’s
approved lender's agreement (Form RD
1980-16) must sign a master attendance
sheet (provided in the course materials)
and return it to either the National
Office or the State Office that sent your
company their pre-approval letter.

*When you have completed the training, alert your company’s point of contact.
They will add you to the master attendance sheet which must be signed by the
executor of Form RD 1980-16 “Approved Lender’'s Agreement.” This master
attendance sheet is provided as part of the course materials, and must be returned
to either the National Office in Washington D.C. or a State Rural Development
office. Please refer to the “pre-approval” letter that your company received alerting
you of the mandatory training. There will be a point of contact to return the
attendance sheet. Rural Development should only receive the master attendance
sheet—not assorted individual attendance sheets. These will not be accepted.




WELCOME

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

*When Rural Development has received, reviewed, and accepted all necessary
materials for lender approval, your company will receive official notification that you
are approved to offer Guaranteed loans.

sLet’s begin the training!
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Committed to the future of rural communities.
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Thank you for joining me to learn more about the Single Family Housing
Guaranteed Loan Program. This training will review the Guaranteed Loan Program
in depth; including applicant and property eligibility, origination and underwriting
guidelines, as well as review many available resources you can access to continue
to stay up to date on all program guidelines. At the end of this training you will see
how the Guaranteed Loan Program builds more successful homeowners by offering
buyers an affordable, stable, and responsible loan program option.
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Training 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.

Before the training begins there are a few points to keep in mind:

«Slide titles that have a red asterick alert you that there is a published Administrative
Notice on this topic. Administrative Notices provide additional clarification and
guidance to RD Instruction 1980-D. Therefore, lenders are encouraged to search
and review all applicable Administrative Notices.

«Slide titles that have a green asterick alert lenders that the Agency published a
ListServ announcement to provide further clarification on this topic. Lenders are
encouraged to sign up for free to receive ListServ announcements.

This training is not intended to relieve lenders of their responsibility to review all
published guidance pertaining to the Single Family Housing Guaranteed Loan
Program. While this training does provide an intensive overview, lenders are
responsible for remaining up to date on all recently published guidance as well as
RD Instruction 1980-D.

Single Family Housing
Guaranteed 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

How can lenders offer Guaranteed loans? There are two ways to participate:
#1: Become an approved lender!

Lenders may apply directly with Rural Development to become an approved lender.
Potential approved lenders must submit an executed Form RD 1980-16 “Approved
Lender Agreement” along with documentation to support their approval status with
either Fannie Mae, Freddie Mac, HUD, VA, a State Housing Finance Agency, Farm
Credit Service, or approval and participation with other USDA guaranteed loan
programs such as Rural Business and Industry, Rural Utilities, and/or the Farm
Service Agency. There are specific approval types that must be met in order to
qualify as an approved lender with the Single Family Housing Guaranteed Loan
Program.

Lenders may also decide if they wish to achieve National Lender approval, meaning
they will be eligible to participate in the Guaranteed Loan Program across all states
nationwide, or if they only wish to be approved in one state. If a lender does
business in more than one state, National approval is encouraged.




Single Family Housing
Guaranteed 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.)

#2: Work with an approved lender!

For lenders who do not meet the eligibility requirements to become an approved
lender, they may work with an approved lender to offer Guaranteed loans to their
clients. Lenders who are ineligible for consideration may submit their originated
loan files to an approved lender who will conduct the underwriting and approval of
Guaranteed loan files.

Please refer to all internal guidelines approved lenders may have above and beyond
the guidelines of the Rural Development Guaranteed Loan Program.

Single Family Housing
Guaranteed Loans

Who is not eligible to become an approved

lender?*

. HUD Loan Correspondents

+  VAAgents

. Freddie Mac Third Party Originators (TPO)
. Mortgage Brokers

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

Lenders who are NOT eligible for approved lender consideration include but are not
limited to:

*HUD Loan Correspondents

*VA Agents

*Freddie Mac Third Party Originators (TPO’s) and
*Mortgage Brokers

These lenders should contact an approved lender that they wish to work with in
order to utilize the Guaranteed loan program.




Guaranteed Benefits!
Maximum Loan Amount:
* Up to 100% of appraised
Guaranteed Loan value, plus one time
uarantee fee
Benefits 9

Single Family Housing Guaranteed Loans offer applicants many tremendous Guaranteed loans allow lenders to loan up to 100% of the APPRAISED VALUE,
benefits in their quest to become successful homeowners. p|U$ the one time guarantee fee may be rolled into the loan ABOVE the appraised

value. This advantage may allow lenders to include eligible closing costs, lender
fees, repairs, etc. in order to keep the out of pocket costs to a minimum for the
applicant.




Guaranteed Benefits!

Maximum Loan Amount
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.

«If the appraised value is higher than the purchase price of the home, the difference
between the two may be utilized to include eligible closing costs, lender fees,
repairs, etc. into the loan amount.

In this example, the purchase price is $150,000 and the appraised value is
$153,000. There is a $3,000 difference between the purchase price and the
appraised value, therefore the lender has the ability to include up to $3,000 of
eligible closing costs, fees, repairs, etc. into the loan amount. The one time
guarantee fee may still be included in the loan amount ABOVE the $153,000
appraised value.
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Guaranteed Benefits!

Maximum Purchase Price:
* No maximum purchase price

* Repayment ratios determine
purchasing power and
affordability.

*There is no maximum purchase price for a home in the Guaranteed Loan Program.

*Housing and Debt ratios will determine repayment ability and the price of a home
for which the applicant may qualify.
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Guaranteed Benefits!

No monthly mortgage insurance:

* More affordable payments

There is no monthly mortgage insurance added to the monthly payments, therefore
Guaranteed Loan payments are more affordable.

13

Guaranteed Benefits!

Qualifying 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

*Repayment Ratios are 29 percent for the proposed housing payment which
consists of the principal, interest, real estate taxes, and homeowners insurance, and
41 percent for the total debt ratio.

«If the applicant’s total debt ratio and/or PITI ratio exceed the maximum authorized
ratios of 29/41, the approved lender may request Rural Development concurrence in
exceeding these ratios by submitting a debt ratio waiver request. The debt ratio
waiver request must be documented with strong compensating factors to support
the higher ratios.

*Rural Development will review and approve or deny ratio waiver requests.

14




Guaranteed Benefits!

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

*Guaranteed loans may only be made for 30 year amoritizations with fixed interest
rates.

« Fixed interest rates allow applicants to have a stable payment they can budget for
and expect in the future.
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Guaranteed Benefits!

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.

*There are no reserve minimums to meet.

«Applicants are not required to have checking or savings accounts, thereby
assisting lenders to serve more of the emerging market populations that typically do
not maintain formal banking relationships.

*There is also no asset limitation placed on the amount of liquid assets an applicant
may retain. Lenders must calculate any interest or dividend income derived from
large liquid assets (those with a balance of $5,000 or greater) disclosed by the
applicants, to ensure they are not over the adjusted annual income limitation for
program eligibility. There will be more on this topic later in the training.
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Guaranteed Benefits!

Flexible Credit Guidelines*
¢ No minimum FICO score
* Nontraditional credit allowed

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

*There is no minimum FICO score determined by Rural Development.
«Nontraditional credit is accepted.

*Applicants must display an ability and a willingness to repay their debts in a timely
manner to demonstrate their intentions to maintain their financial obligations as they
become due.

*Many investors and lenders do have minimum FICO scores that loan applicants

must meet. It is important to be aware of the guidelines that will apply to loans you
may originate.
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Guaranteed Benefits!

Assistance Programs Allowed:

¢ Gift/Grant programs

* Downpayment assistance

» Seller concessions

* Mortgage Credit Certificates
(MC ’s?

* Temporary or permanent
buydowns

sLenders are allowed to use all assistance programs available to enhance the
affordability of the loan for the applicant.

*Rural Development has no limitations on the amount of gift or grant funds,
downpayment assistance, or seller concessions that may be used. Rural
Development also welcomes the use of Mortgage Credit Certificates and temporary
or permanent interest rate buydowns.

sLenders should check with their own companies and investors to ensure there are
no internal overlays that may set specific limitations on these programs.
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Guaranteed Benefits!

NOT limited to first time
homebuyers

The Guaranteed Loan Program is NOT limited to only first time homebuyers. The
loan is available to assist eligible homebuyers regardless of whether or not they
currently or have previously owned a home.
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Guaranteed Benefits!

Loans are GUARANTEED up to 90%
of the original loan amount in the
event of a loss

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

*Rural Development offers lenders the tremendous benefit of having the loan
guaranteed up to 90% of the original loan amount in the event of a foreclosure or
loss.

*For example, a $100,000 total loan amount will have a loan note guarantee issued

to guarantee the loan up to $90,000 in the event of a loss. A 90 percent guarantee

greatly reduces the risk to approved lenders who choose Guaranteed loans for their
clients.
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Eligible
Housing

Now let’s review the types of housing that are eligible for Guaranteed loans.
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Eligible Housing

* Existing homes

Must meet HUD Handbooks 4150.2 and 4905.1

*Existing homes are eligible for the Guaranteed Loan Program.

*All existing homes must meet HUD Handbooks 4150.2 and 4905.1 minimum
property standards.
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Eligible Housing Eligible Housing

e Condominiums* * Townhouses/(PUD’s)

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

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

* HUDor

* VA
*Condominiums are eligible IF the approved lender can document their permanent *Townhouses are typically classified as Planned Unit Development’s or “PUD’s.”
case _file and certify_to Rural Development that the project is approved by either « All PUD’s are eligible whether they are attached or detached as Rural
Fannie Mae, Freddie Mac, HUD, or VA. Development follows the guidance issued by HUD in Mortgagee Letter 2003-02
*The project only needs to be eligible or approved with one of those four entities in which announced the elimination of PUD approval requirements.

order to be eligible for a Guaranteed loan.
*There is more information regarding condominiums later in the training.
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Eligible Housing Eligible Housing

¢ Modular homes * New Construction*

New and existing modular homes are eligible

*Modular homes are built to the applicable building code of their destination. *New Construction is welcome in the Guaranteed loan program.

Therefore all modular homes, new or existing, are eligible for financing. «Guaranteed loans may not be utilized during a construction process. Guaranteed

*Existing modular homes must meet HUD Handbooks 4150.2 and 4905.1 minimum loans are “end loans” when lenders are seeking to roll an interim construction loan
property standards. into a permanent financing product.

*New construction modular homes must meet the Guaranteed loan program *More details specific to new construction requirements will be discussed later in the
requirements for newly constructed dwellings. New construction requirements are training.

covered in depth later in this training.
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Eligible 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

*Manufactured homes are eligible if they meet specific guidelines.

*New units are eligible for Guaranteed financing when they are built by approved
dealer contractors, and the purchase agreement is dated within one year of the date
the unit was manufactured.

*An existing manufactured home is only eligible if it was originally built and financed
with a Direct or Guaranteed loan, AND the original owner is the seller. Greater
details will be discussed later in the training regarding eligible manufactured homes.
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No Income Producing Property

* Rental Homes/Second Homes

Guaranteed loans are for single family primary
residences only.

sIncome producing properties are not eligible to be financed with a Guaranteed loan.
*Guaranteed loans are only to be used in order to assist homebuyers to purchase

their primary residence.

*Applicants who will be purchasing a home specifically for rental purposes, or to

utilize as a second home will not be eligible.
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No Income Producing Property

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

Any appurtenances that have specific income
producing abilities/purposes are ineligible.

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

*Properties that have buildings or equipment for specific income producing purposes
will be ineligible for a Guaranteed loan.
«Examples of buildings or equipment may include but is not limited to: grain bins,

silos, dairy farm equipment and buildings, hog barns, and large/multiple horse
stables.
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No Income Producing Property

e Farm service buildings

Large farm service buildings are non-essential for

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

*Properties with large farm service buildings that are non-essential to the goal of
achieving homeownership are not eligible for a Guaranteed loan.

*An example of a large farm service building would include those capable of housing
farm service equipment such as combines, tractors, trailers, harvesters, etc.
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No Income Producing Property

¢ Windmills, Cell phone towers

Typically these structures generate income as the
company is “renting” the land where these are
located.

*Properties that have wind mills/wind turbines or cell phone towers located on the
property will be ineligible for a Guaranteed loan due to the rental payments
homeowners receive for allowing these structures to be present on the property.
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No Income Producing Property

* Acreage: non-tillable (farm), no “limit,”
30% 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(¢)

*Rural Development does not have a defined number of acres of land that would
make a property ineligible for a Guaranteed loan, however Rural Development does
have a site value limit.

«Site values that exceed 30 percent will require further explanation from the
appraiser.

*The appraiser must determine if the site is typical for the area. A site that is typical
for the area must include comparable properties that have similar acerage thereby
supporting the appraisers comments.

*The appraiser must also ensure the site can not be subdivided into two or more
separate parcels.

«Acreage must also be non-tillable or income producing. Land that can be utilized
for income producing purposes will be ineligible for a Guaranteed loan.

«For site values that are 30% or less, no further action or comments are required by
the appraiser or the lender as the site meets RD Instruction 1980-D.
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In-Ground 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

In the past, in ground swimming pools would render properties ineligible for a Guaranteed loan per
section 1980.311(a).

*However recent guidance has been issued to allow State Directors or their designees to approve the
purchase of dwellings which include an in-ground swimming pool as long as any contributory value of
the swimming pool is not financed in the loan amount.

*Rural Development staff should ensure that the contributory value of the pool is not included in the
final loan amount.

*The value of the in-ground pool should be deducted from the maximum loan amount before the
guarantee fee is added back into the loan if financed.

*Typically a swimming pool has value and adjustments are made for comparable sales that do not
have swimming pools.

«lt is possible that a swimming pool does not have a contributory value.
*The appraiser is responsible to address such scenarios in their appraisal report.

«An appraiser must not indicate that a swimming pool has no value simply because “this is a Rural
Development guaranteed loan.” Under USPAP, the appraiser should address the swimming pool
under local market conditions.

«Appraisals that do not meet minimum standards may be rejected by the Agency.

*Rural Development may not obligate properties with in-ground swimming pools with loan funds
provided to the Agency through the American Reinvestment and Recovery Act of 2009 or ARRA.

*Above ground swimming pools, hot tubs, saunas, etc. will not affect the eligibility of the property.
Rural Development considers these personal property items.
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Example: Maximum Loan Amount
Calculation w/ In-Ground 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

This is an example of how the Agency will calculate the appropriate maximum loan
amount Rural Development may guarantee when an in-ground swimming pool is
part of the property.

«In this example the appraised value is $175,000.

*Rural Development will subtract the appraisers reported opinion of the contributory
value of the in-ground swimming pool, which is $2,500 in this example.

*$175,000 minus $2,500 is $172,500 plus the one time guarantee fee may be rolled
into the loan above this amount.

«If the guarantee fee will be financed the final loan amount is calculated by dividing
the maximum loan amount of $172,500 by .98 to arrive at a maximum loan amount
of $176,020.41. This figure includes the one time guarantee fee.

34




2 Program “Rurals”

* Eligible area

Property and Income « Eligible adjusted
Eligibility household income

In order to be eligible for a Guaranteed loan, property and income eligibility

There are two primary rules that must be met for Guaranteed loan eligibility.
parameters must be met.

*First, primary residences must be located in an eligible rural area as defined by
Rural Development.

*Second, the household must not exceed the adjusted income limit for their
household size, based upon the number of people who will occupy the home as
their primary residence
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Nationwide Eligibility Web Site Property Eligibility
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Rural Development has a nationwide eligibility website available for lenders to When you log into the website be sure to bookmark it as a “favorite” for future
access to determine property and income eligibility. Many valuable resources are reference.
available on this website.

37




Property Eligibility
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*On the left side of the website is the “Eligibility” menu.

«Under “Property Eligibility” click on “Single Family Housing” to ensure properties

are eligible for a Guaranteed loan.
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Property Disclaimer
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Rural Housing Services
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*A “Property Eligibility Disclaimer” will display.

*Read the disclaimer. It states that every effort is made to provide accurate and
complete eligibility maps. There is a chance that you could receive an incorrect
eligibility determination. This is rare, but may occur.

*Final determination of property eligibility must be made by Rural Development.
Click on “Accept” to move forward on the site.
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Vou e here Cligibility J Preperty ENgibility

Rural Housing Services

Pruperty ebigibelty e b detszmcrued i1 anyy eeoe of thues waps
<Exter an addess below, m
Zelact o etats from the mag, oo
<Click the Text Diescrption buttcn.
Please enber 2n Address:
(State and Zip Code must bt enterad)
Addrase

ity
State” Select State -

Tp-Code® -
Cligk here ta find out about additienal
areas that are also conslidered eligible,
including disaster areas

“Bastviewed wsing screen resolution of 1024 X 768"

Vou e here Cligibility J Preperty ENgibility

Rural Housing Services

Froprty ebiglading e be detemmed i iy eooe of thvs waps
Esber an adderss below,
Zulact u siate fram the map, oo
ke Ten

Please enber 2n Address:
(State and Zip Code must bt enterad)

Addrass

ity

Select Sme

jere (o find ol QUL & [y
areas that are also conslidered eligible,
including disaster areas

“Bastviewed wsing screen resolution of 1024 X 768"

The USDA Property Eligibility site will appear. The user will have two options

The first option is to “Pin Point Address on U.S. Map.” The user can enter the exact
available to verify property eligibility.

address, city, state, and zip code of the property. Once entered the system will map
this address to its exact location and provide an eligibility determination.
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Vou e hare Cligibility ¢ Preperty Elgibility The following areas may also be considered as mccnna the cligibility

requirements for Single Famly Housing programs in the Rural
Dievelopment massion area due Lo Humeane Katrma and/or Humicune Rita
for a period of three years from the declared disaster date. Please contact
wour local Fural Develapment affice for more infarmation conceming
property chghbility in these arcas,

Alabama

Rural Housing Services

Froprty ebiglading e be detemmed i iy eooe of thvs waps
Esber an adderss below, m
Zulact u siate fram the map, oo
<Click the Text Diescrption buttcn.

Please enber 2n Address:
(State and Zip Code must bt enterad)

atines + DecatuiHateele s erperated aceas i Margm Coualy (eagives S23/08)
» Cuad Cities Florence, Tascumbia, Sheffield, and Muscle Shoals scorporated areas o
Lasderdale/Codoert Counties (xpres B200E)
Cin
" Louirinna
State Select St - « East Batens Rouge Parish excloding the incorporated asea of Baton Rouge (supaes
Tp-cede” a2aig)
d H: (Terrebanne Parh] GrANE;
[—— + Houma (Terrebarme Parseh) {expires H24I0E)
tEasbiancy

» Iefferson Parsh exchading the unncorporated areas of the East Bark of the
Missssipgn Faver (Metame and Buver Radge are not ebgble) (espures 324108
+ Fewe Toersn (Tormia Parish) (espares S/24002)

« Shiell (3t Tammany Parish) (expires W24108)

» 5t Bemad Panh (sipires 82908}

» Sulphe (Calcaney Parub) (egares H24108)

Cligk here ta find out about additienal
areas that are also consldered eligible,
including disaster areas

“Bastviewed wsing screen resolution of 1024 X 768"

Sometimes areas that have been declared “Disaster Areas” may under normal *When you click on the link to view eligible disaster areas, you will notice they are
circumstances be ineligible for Guaranteed loan consideration. However, by virtue listed by state and contain an expiration date.

of their “Disaster Area” designation they are temporarily eligible for Guaranteed
loans. Click on this link to see if there are any disaster areas in your state that are
now eligible.

«Utilize the right scroll bar to view all states and areas listed. Contact Rural
Development if you wish to verify if a disaster area is still eligible.
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Vou e here Cligibility J Preperty ENgibility

Rural Housing Services

Froprty ebiglading e be detemmed i iy eooe of thvs waps
Esber an adderss below,
Zulact u siate fram the map, oo
<Click the Text Diescrption buttcn.

Please enber 2n Address:
(State and Zip Code must bt enterad)
Addrase

ity

State™ Select Sme ~

Tp-Code® -
Cligk here ta find out about additienal
areas that are also conslidered eligible,
including disaster areas

“Bastviewed wsing screen resolution of 1024 X 768"

The second option to check eligibility is to click on a specific state on the U.S. Map
and then drill down within the state to the county where the property is located. This
option is also excellent to use when lenders need an idea of what areas are or are

not eligible within their lending footprint.
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Vou e here Cligibility J Preperty ENgibility

Rural Housing Services

Froprty ebiglading e be detemmed i iy eooe of thvs waps
<Exter an addess below, m
Zulact u siate fram the map, oo

i Ten

Please enber 2n Address:
(State and Zip Code must bt enterad)

Addrass

ity
Select State

jere (o find ol QUL & [y
areas that are also conslidered eligible,
including disaster areas

“Bastviewed wsing screen resolution of 1024 X 768"

Let's review the potential outcomes when users pin point an exact address.
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Map an exact address: Eligible Map an exact address: Ineligible
lewa Froperty Eligibility linals Froparty Ellgibiliey
E v A B v 1
3 ; 3 Ll
a R L S massccmcs | masscuars
Sl nter on AGONss o | o
Flease anter an Address. t ..
(State and Tip Code H H S
Addats - ASIs [ ok whnseld - R H
1E iown o + 5 T e
% “: RE fxn m ;‘ I]; 4 N e
City Elgrdga = H 3]
S lows o @ o B g ! E pS—
R £ i
Dp-Code™ (5274 |- L e H B fhe—m—— §
- ¢ ! i :(“}4 wae 8
’ This aﬂﬂr‘e:: IS eligibe. ) ’ This address is notlocated inan elgibl area.
This is an example of mapping an exact address. Enter the address and click on In this example the address has been determined to be located in an ineligible area.
“Get Map.” The property determination will map the address to its exact location Please confirm this determination with your state Guaranteed loan coordinator if you
and deliver an eligibility determination message. In this example the property is have questions regarding this determination. Also recall that disaster areas will
eligible. appear as “ineligible” when they are indeed eligible.
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M ap an eX aCt ad d res S : Ve e here Dligibitity / Property Claibility
Unable to Determine Rural Housing Services

Paoprnty ekiglading o

¢ detezruzed i e eme of thees waps
Vermont Property Elgibility emnmed = ey e

~ VAN
a ]
-« A Please enter én Address:
i LY (State and Zip Code must be entered)
Pleass enter an Address 1 4
(State and Zip Coce must be entered) l- Address
AN (55 Modkon -
- cily
ity ‘wilkston E; 4 State™ Select State -
Zrate Vesmant - B8 Tip-Cade” 5
Tpceder 5 |- g
Click here to find out about additional
1 areas that are also consldered eligible,
‘¢ including disaster areas
» e h'd ’ - “Best viewood wsing screen rescluion of 1024 X 768"
UNABLE TO DETERMINE ADDRESS
In this example, the address could not be determined if it was eligible or ineligible. The second option of determining property eligibility is to select a state and drill
Please refer to your state Guaranteed loan coordinator to confirm property eligibility. down further to explore eligible and ineligible property areas. Users could utilize this
The address could be new construction, it could be misspelled, or contain incorrect option when they receive an “Unable to Determine” message after attempting to “pin
information. These scenarios may all contribute to an “Unable to Determine point address of U.S. Map.”

Address” determination.
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Vou e here Cligibility J Preperty ENgibility

Rural Housing Services

Froprty ebiglading e be detemmed i iy eooe of thvs waps
Eetn eliw,

Zelec the mag, oo
<Click the Text Diescrption buttcn.
Please enber 2n Address:
(State and Zip Code must bt enterad)

Addrass

ity
State” Select State -

Tp-Code® -
Cligk here ta find out about additienal
areas that are also conslidered eligible,
including disaster areas

“Bastviewed wsing screen resolution of 1024 X 768"

For this example we will select “lllinois.” Click on “lllinois” on the U.S. Map.
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list of Counties

Champaign
Ciooke
Dizlialt
CuEage
Grundy
Hars

Kendsl
Ko

McHarey
hlclsan

Eaaria
Eocklgiand
51 Claic
Sangaman

Varmilion
Wil

*The state of Illinois will appear.

*On the right hand side of the webpage there will be a “Quick list of counties
containing ineligible areas.” This means that there are parts of these counties
where Guaranteed loans are ineligible. If the user does not see a specific county
listed it means that this county is 100% eligible for Guaranteed loans.

*For example, “Saline” county is not listed at the right. Therefore, users know that
Saline county contains no ineligible areas for Guaranteed loans.

«Counties that are listed do contain ineligible areas. “McLean” county may be
viewed in greater detail by either clicking on the county in the map of lllinois, or by
clicking on “McLean” in the quick list.
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Income Eligibility

Illinois Property Eligibility

v o v Legand
= o Cities USDA, o st copimans o agcme Q Committed to the Future
18] A Major Interstates S Rural Development = of Reral Communities
- = A/ Interstatas and Highways = —
) ‘a7 Other Major Roads —4_
PN [7] Counties Home  About SCA Contact Us
H Lakes and Rivers
- SFH Ineligible Areas
States
» COLFAXANCHOR (|
P4 WLED,‘?DKSVILLEO P
c
=] ELLSWORTH,,
= Shveroox,
BELLFLOWER,
hY oy
b — D retwarmmson st =, ehck e s ko o
WY"E\?U\F’\:EEL ERRME G ‘40 3 o5 SCTREN aned Select org of LISDA'S home loan ograms.
2
USicEropety Bty Mzp. o 4488801 T detiersing F & Sropady 1§ 19¢aEd in o sbgits ek O T Py operty Dby brik o
» 4 e W 5ide of e screen and select 3 Fual Dol cgram. When you selot 3 Fursl
o pesgeam. -
Dvalapment ksan srogram you sekecid
Ta determine incoma bty of 0 apabcantihausenaid Chek on e Ncomms ERgibily ek on e
w

+An eligibility map of McLean county will appear. Areas highlighted in dark orange Once property eligibility has been determined the second component for program
are ineligible for Guaranteed loans. All other areas are eligible. eligibility is Income Eligibility. Return to the eligibility homepage and under “Income
+The icons on the left side of the map allow users to zoom in, zoom out, and even Eligibility” click on “Single Family Housing.”

move the map around to view other areas.

*The “Legend” will assist users to identify ineligible areas from eligible ones, as well
as view cities, interstates and highways. Lenders may wish to make screen prints
of the counties where they originate loans to use as a quick reference tool when
meeting with clients when a computer may not be available to log onto the eligibility
website.
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LISDDIA ustes s copammare ot agpemmy .é_ Committed to the Future
Sl Rural Development Fural = of Rural Communities
i~

BT R R

Home  About SCA Contact Us

Yo are here: Eligibality £ Income Elgibility

Single Family Housing Income El

Exigihitity Property Location
State : Ninois
County = Mclean
Mutiopolitan Arua : Boamingtan-Noermal @

Household Members Information

Humber of People in Household : ]
(nciusts ol parsan g In the housshol ecspt fomer saubs and foster childeen )
Mumbar of Residents Under 18 Yoars Old, Dieablad or Full Time Studaets @ “

(Do et inchads the spebcant, spouse, o co-spplcant]
Is Losn Applicant or Co-Applicant aqe 62 o olfer? i g v @)

M thers amy Disabled Pesons Living in the Hossshold? 0 np o« @

*The user will be prompted to select the “State” where the property is located.
*The user will be prompted to select the “County” where the property is located.

*When the state and county have been selected the “Metropolitan Area” will
automatically pre-fill. To view more information about the “Metropolitan Area”
please click on the blue circle with the white question mark inside. These are help
icons that will provide more information to assist the user to complete questions, or
to further explain what the data field represents.
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& MSA

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.

If the blue help icon was selected the user will be directed to a help page that
contains the following information. The icon for Metropolitan Statistical Areas or
MSA's provides the Rural Development definition of a MSA.
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Property Location

State : lllinois
County : Mclean
M litan Area : i Normal @

Household Members Information

Number of People in Household :
(Include all persons living n the household except foster acits and foster chicten.) I:l o
Number of Residents Under 18 Years Old, Disabled or Full Time Students : l:l (7]
(Do not inclucke the applicant, spouse, or co-appicant)
Is Loan Applicant or Co-Applicant age 62 or older?

Are there any Disabled Persons Living in the Household? :

Property Location
State : Illinois
County : McLean

Area : i Normal @

Household Members Information

Number of People in Household :
(Include il persones iving in the rousehold except foster aduts and foster children.) I:l o I
Number of Residents Under 18 Years Old, Disabled or Full Time Students : o

(De not include the spplicart, spouse, or co-applicant)
Is Loan Applicant or Co-Applicant age 62 or older?

Are there any Disabled Persons Living in the Household? :

The “Household Members Information” section consists of four questions that will The first question is “Number of People in the Household.” The user should enter
assist the user in determining the income eligibility of the household. the number of people who will make that home their primary residence for all or part
of the next 12 months. Notice the red note: Include all persons living in the

household EXCEPT foster adults and foster children.
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N U m ber Of PeO p I e In Tou are here: Eligibility / Income Eligibility

'ﬂ the Househ0|d Single Family Housing Income Eligibility
Property Location

The applicant, co-applicant, and all other persons who will make the o
applicant’s dwelling their primary residence for all or part of the next 12 I Area: Bloomi Normal @

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

placement in foster care shall not be taken into account in considering o e .
family composition and size. Foster children placed in the borrower’s ousene er,:'u:;:r:,OPZT;J?:HHHMHM:’—‘ P
home and live-in aides shall not be counted as members of the

Number of Residents Under 18 Years Old, Disabled or Full Time Students : l:l o

household. (Do not include the applicant, spouse, or co-applicart)

s Loan

Applicant or Co

Example: Family of four could consist of the following: John Doe asitierelanvilli=eblbinat=onsl B lny el ol =t

(applicant), Mary Doe (co-applicant), Kaitlyn Doe (daughter), and
Juanita Sweat (John Doe’s mother)

The blue help icon will provide additional information to assist the user in The second question is “Number of Residents Under 18 Years Old, Disabled or Full
determining the household number. Time Students.”

The user must enter the number of residents that are under 18 years of age, are 18
years of age or older “and” are disabled, or are 18 years of age or older and are full
time students. Notice the red note: Do not include the applicant, spouse, or co-
applicant.
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Ton are here: Eligibility / Income Eligibility

lﬂ Dependents Single Family Housing Income Eli

Residents Under 18 Years Old, Disabled, or o e e o

Full Time Students:

Household Members Information

A deduction of $480 for each member of the family residing in the Number of Peaple in Household: [ | @
. . . (Include =l persons living in the household except foster acults and foster children.)
household, other than the applicant, spouse, or co-applicant, who is: Number of Residents Undor 18 Yoars Old, Disabled or Full Time Studonts: [ | @
(Do nct include the applicant, spouse, or co-applicant
Is Loan Applicant or Co-Applicant age 62 or older? : Q
1.  Under 18 years of age or ‘ ‘0
res |

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

3. Afull time student age 18 year or older
The blue help icon will provide additional information regarding the deduction “Is Loan Applicant or Co-Applicant age 62 or older?” The responses are either “No”
allowed per household dependent. or “Yes.”
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&  Elderly Household

An elderly family consists of one of the following:

1. Aperson 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

The blue help icon has more information to assist the user to understand the
definition of “elderly household.” Households that meet the elderly household
definition receive a $400 deduction from their gross annual income to assist in
qualifying for the Guaranteed loan program.
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&  Elderly Household

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:

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

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;
At the time of the death of the deceased family member, the
dwelling was financed under title V of the Housing Act of 1949

This slide continues to explain the elderly household definition.
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You are here: Eligibility / Income Eligibility

Single Family Housing Income Eligibility

Property Location
State : lllinois
County : McLean

Metropolitan Area : Rloomington-Normal @

Household Members Information

Number of People in Household : l:l o

(Include ell persars Iving in the household except foster adults and foster children.)
Number of Residents Under 18 Years Old, Disabled or Full Time Students : I:l Q
(Do not includs the applicart, spouse, or co-appicant)

Is Loan Applicant or Co-Applicant age 62 or older? : (7]

Are there any Disabled Persons Living in the Household?

o0

Yes

(7] 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.

“Are there any Disabled Persons Living in the Household?” The responses are “No” The blue icon will provide additional information to assist the user in making a
or “Yes.” proper determination as to whether or not the household member meets the Rural
Development definition of disabled person.
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Property Location
State : lllinois
County : McLean
M litan Area : i Mormal (7]

Household Members Information

Number of People in Household : ()
(Inclutls all persons living in the housshold except foster adults snd foster children

(Do not include the spplicart, spouse, or co-applicart)

Is Loan Applicant or Co-Applicant age 62 or older? : v @

Are there any Disabled Persons Living in the Household? o

This is an example of a completed screen for “Single Family Housing Income
Eligibility.” When completed click on “Next” to advance to the next eligibility screen.
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You are here: Eligibility f Income Eligibility

Single Family Housing Income EI|

ity
Property Location

State : lllinois
County : McLean

politan Area : g| i Normal @

| Expenses and Deductions l
nnual Child Care xpenses:l:lo

Annual Medical Expenses l:lo
(Erter amount of medical expenses, that when combined with eligible disabilty expenses, exceed
3% of the Gross AnnualIncome of the Applicant and Co-Applicant)

Annual Disability Expenses l:lo

(Ertter amount of disabilty expensss, that when combined with eliible mecical expenses, excesd
3% of the Gross Annual Income of the Applicarnt end Co-Agpicant)

The next screen will display “Expense and Deductions” which gives the user the
opportunity to record any eligible deductions the household may qualify for based
upon the responses entered on the previous screen. Therefore, in the event the
applicants do not have any eligible dependents, are not elderly, or disabled, then no
“Expenses and Deductions” will appear for completion.
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You are here: Eligibility / Income Eligibility 0 C h i | d Care Ded UCtion

Single Family Housing Income Eligi

SPFOPITII‘W Location A deduction for the care of minors 12 years of age or under, to the

tate : lllinoi . .
cﬂuf,,; 7 MLT::,, extent necessary to enable a member of the applicant/borrower’s family
Metrapolitan Area : Bloomington-Normal @ to be gainfully employed or to further his or her education.

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

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

Annual Child Care Expenses @

- purposes.
Annual Medical Expenses ;|
(Eriter amount of madical sxpensss, that wien combined with sligible disabilty expenses, excead\—lo
% otthe Gross Annual ‘"m"::;i:':ﬁs‘i’iﬂfﬁx E:,fsaf:;“ Jl:lo A full “written” justification for this deduction must be recorded in detail
(Ent int of disabilit , that whe hined with eligibls dical 3 of i
ST e ey in the loan docket.
The first eligible deduction is “Annual Child Care Expenses.” This deduction will The blue icon will provide additional information to assist the user in determining
only appear if there are dependents entered on the previous screen. Eligible annual childcare expenses, as well as documentation requirements.

child care expenses are expenses that the applicants pay to care for minor
children age 12 and younger in order for them to be employed or complete their
education. To document annual child care expenses lenders must secure
evidence of:

1. Who is paid
2. How much they are paid
3. How often they are paid

Lenders may retain this documentation in the form of receipts or letters from
providers, or tax returns. Lenders must calculate the annual child care expenses
based upon the documentation submitted by the applicants.

Private school tuition is not an eligible child care deduction. Child Support is also
not an eligible deduction. Child Support is a court ordered debt that must be
considered as a monthly liability for debt ratio calculations, but it does not qualify
as a child care expense.

Lenders should be aware that any annual child care expenses entered DO NOT
count as liabilities when calculating debt ratios. These expenses are actually
valuable deductions to gross annual income that assist the applicant to qualify
for a Guaranteed loan.
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T ou are here: Eligibility / Income Eligibility 0 Medlcal EXpense DedUCtlon

Single Family Housing Income Eligibility

Property Location Medical expenses for any “Elderly Family” as defined in RD Instruction
CS‘““;= ot 1980-D, section 1980.302(a). This includes medical expenses for any
ounty : MclLean
Metropolitan Area : logmingtan-Normal @ 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,

Expenses and Deductions prescription medications, medical insurance premiums, eyeglasses,
o) i) Cane Eeperss | (2] hearing aids, home nursing care, monthly payments on accumulated
Annual Medical Expenses ;| . : . : : P .
(Erter amourt of medical expanses, that when combinsd with sligible disabiity Expenses‘exceedl—lo major medical bills and full time nursing or institutional care which
3% of the Gross Annual Income of the Applicant and Co- Applicant] “cannot” be provided in the home for the member of the household.

ATTTTatBietty Ry
(Erter amavrt of disshilty sxpensss, that when combined with eliglble medical expenses, excesd
3% of the Gross Annual Income of the Applicant and Co-Applicant)

The next deduction is “Annual Medical Expenses.” This deduction will only appear if The help icon for medical expense deduction will assist lenders in identifying eligible
the household qualifies as an “Elderly Household” based upon responses entered medical expenses paid out of pocket such as dental expenses, prescription
on the previous screen. Notice the red message: “Enter the amount of medical medications, medical insurance premiums, eyeglasses, hearing aids, etc.

expenses, that when combined with eligible disability expenses, exceed 3% of the
Gross Annual Income of the Applicant and Co-Applicant.”

Annual Medical Expenses DO NOT count as liabilities when calculating debt ratios
unless there is a reported monthly debt by a creditor.
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.ﬂ 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 (GAl).

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)

The help icon also provides a more detailed description of how to accurately
calculate the allowable medical deduction. Lenders may only deduct the amount of
expenses which EXCEED 3 percent of the applicants gross annual income.

In the example provided the applicant earns a gross annual income of $15,500.
$15,500 x 3% = $465

The qualifying household medical expenses verified by the lender are $3,200,
therefore the lender may calculate the allowable deduction as:

$3,200 - $465 = $2,735

The lender may deduct $2,735 from the $15,500 annual gross income to determine
if the applicant qualifies for a Guaranteed loan.
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ou are here: Eligibility / Income Eligibility

Single Family Housing Income Eligibility

Property Location
State : lllinois
County : McLean

Metropalitan Area : glgpmington-Normal (7]

Expenses and Deductions
Annual Child Care Expenses l:lo
Annual Medical Expenses l:lo

(Erter amourt of medical expensas, that when combined with sligible disabiity expenses, excesd
b L " f—

Annual Disability Expenses l:lo
(Erter amourt of disabiity sxpensss, that when combined with slisible medical expenses, excesd
3% o the Gross Annual Income of the Applicant and Co-Applcant)

The next deduction is “Annual Disability Expenses.” This deduction will only appear
if the household has any disabled household members based upon responses
entered on the previous screen. Notice the red message: “Enter the amount of
disability expenses, that when combined with eligible medical expenses, exceed 3%
of the Gross Annual Income of the Applicant and Co-Applicant.”

Annual Disability expenses DO NOT count as liabilities when calculating debt ratios.
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0 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.

The blue help icon will assist the lender in identifying eligible disability expenses.
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0 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.

Typical disability expenses are outlined and may include care attendant and special
apparatus such as wheelchairs, ramps, etc.
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Gross Monthly Income
Other

Applicant  Nousehaold
Member
Hiasn F | ol I r
asn Employment Income 0 0 Py

Ownifime Incame

0 [] ]
Honus Incomn

1] n 0
Commission Income 5 5 0
SellEmploymunt ncome s

0 0
Bividend/Interest Incomae o

o 0
Net Rental Income

] ] @
Other Income

i 1 o

All Dtk Incomie Hescehved by Adolt Membeers of the Household o

(568 heip for Tatrer explanabion)

[Famsh ] [ B

The final section allows the user to enter the Gross Monthly Income for each adult
member of the household. There will be a column for each adult member of the
household based upon the responses entered on the previous screen. Let’ review
each income type.

7

Gross Monthly Income

Other
Applicant  Nousehaold
Member
Hiasn F | ol I r
asn Employment Income 0 0 Py

Ownifime Incame

0 [] ]
Honus Incomn

1] n 0
Commission Income 5 5 0
SellEmploymunt ncome s

0 0
Bividend/Interest Incomae o

o 0
Net Rental Income

] ] @
Other Income

i 1 o

All Dtk Incomie Hescehved by Adolt Membeers of the Household o

(568 heip for Tatrer explanabion)

[Famsh ] [ B

«“Base Employment Income” includes a projected income anticipated for the next 12 months
including full and part-time employment and seasonal work. Historical data based on the past 12
months or previous fiscal year may be used if a determination cannot be logically made.

«“Overtime Income,” “Bonus Income,” and “Commission Income” is income that is more than the
base wages. These income types for Rural Development eligibility purposes should be verifiable and
dependable. The applicant should have a history of receiving these types of income in order for them
to be considered. Typically a 12 month history of receiving these income types would be a good
indicator that they will continue unless the employer indicates they will not continue. Averaging
overtime, bonus, or commissions over the last 12 — 24 months would be an acceptable method to
determining projected income.

«“Self Employed Income” is described as net income from self-employment shall be based on the
previous two years Federal income tax returns in addition to, if available, current years income and
expenses. Acceptable self-employment income calculations may vary depending upon the type of
business structure. More information on self-employed income verifications and calculations are
included in this training

«“Dividend / Interest Income” are also included in determining eligibility. This includes interest from
checking and savings accounts, dividends, income received by adult members of the household from
a trust fund, etc. See RD Instruction 1980-D, section 1980.347(d)(3) for further clarification.

«“Net Rental Income” is the net amount of income derived from rental property. This is calculated by
taking 75% of the gross rent received from the lease agreements and subtracting the monthly
payment (principal, interest, real estate taxes, and insurance). If this yields a positive number, it is
included as monthly income. If is negative, do not include as monthly income for eligibility
determination. The additional 25% of the gross rent is considered as being absorbed by vacancy
losses and ongoing maintenance expenses.

«“Other Income” would include types of income such as tips, unemployment income, seasonal

employment, part-time employment, National Guard pay, supplemental income (i.e. coaching

contract), child support, alimony, social security, pensions, annuities, insurance policies, etc.
Other income needs to be verifiable and dependable.

NOTE: Do not include income from minors, food stamps, care of foster children, lump-sum

payments, inheritances, insurance payments or other types of income that are typically not received
An a rantine hacic
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Expenzes and Deductions
Asn

Itrtts woeand ot reb e

Erter wrourt of ciiataty e

(-3 - NN

This is an example of a completed screen. Once all data fields have been

completed, click on “Finish” to receive an income eligibility determination.
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Single Family Housing Program
Income Eligibility O inati ¥

Applicant is ELIGIBLE for the Section 502 Guarantead Rural Housing Loan
Pragram and INELIGIBLE for the Section 502 Direct Rural Housing Loan
Frogram based on entered and Program Income Guidelines in effect as
of 10-14-2009 v v  tensOnAbe ea fer e loan
il

Contact s for further details on the Guarantesd Loan Program.

Contact Lis for further details on the Direct Loan Program

y of Adj Annual t Income
Annual Household Income : $92,400.00
Total Deductions . $9,450.00
Household Adjusted Annual Income : $82,920,00
Section 502 Guaranteed Rural Housing Loan Program

Maximum Adjusted Househald Income for Selected State and $86,860.00
Cownty

Section 502 Direct Rural Housing Loan Program
Maximum Adjusted Househald Income for Selected State and $60,400.00

Cownty
Adustad Household ncome Excesds Maximum Income by | $22 520,00

*The income eligibility determination summary will appear and may be printed for
the loan file.

*The determination that lenders want to see is the “Applicant is ELIGIBLE for the
Section 502 Guaranteed Rural Housing Loan.” This validates that your clients
meet the income eligibility requirements for the Guaranteed loan program based
upon the data entered on the previous screens.

*You may notice that the applicants could be eligible or ineligible for the Section 502
Direct Rural Housing Loan program. The Direct loan program is for very low and
low income applicants. Many of these applicants have good credit but lack the
income to afford a home in the local area. When lenders can not qualify applicants
within the Guaranteed loan program guidelines, they may consider referring
applicants that are eligible for Direct loans to Rural Development for loan
consideration.

*To find a Guaranteed loan coordinator in your state, or the state where a property
is located, click on “Contact Us” for further details on the Guaranteed Loan
Program.
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Single Family Housing Program
Income Elij (8] ¥
USDA Rural Housing Single Family Housing Guaranteed Loan Contacts &

[Fyos me an mdmduoal mterered n bearmang bo ply for a USDA Rural Hoseng Single Famidy Hossng Guarantee.

Lean_ please costact an Agency

Applicant is ELIGIBLE for the Section 502 Guarantead Rural Housing Loan
represeraunee ; your Stae o the table below Ou eepreseatamve can prowde you wih mfsmancn oa the USDA, Segle Farmdy Houng Gusrateed Lo Frograr and INELIGIBLE for the Section 502 Direct Rural Housing Loan
Frogram sl el uaders he Sue Facaly Feasog Gemried 1 Program based on income entered and Program Income Guidelines in effect as
) ~ . _ of 10-14-2008, (appicnnt must shorw repryment nbaty, harve n fenscratis coedt hesory for e loan
If o e & londer gtmvested & parbipatng = the Soghe Fasly Hounsg Guarsteed Lot Program, mou may aléo (ontadt an Agency rephetentaie o you 2 '
2.:1; v e table bk, O il promd you with s the USDIA. Smgle Family Housng Guarantred Lo e PH——
IConlef:Ws for further details on the Direct Loan Program.1
m y of Adj Annual t Income
AR |Lnda McCadn
35 [Siephacse Takceta Annual Household Income : $92,400.00
o Total Deductions . $9,480.00
:‘—'m-m_ Household Adjusted Annual Income : $82,920,00
cA_[Ed Amn
w‘" Section 602 Guaranteed Rural Housing Loan Program
[CA__[ele Homee
b ::i':: Maximum Adjusted Househald Income for Selected State and $66,850.00
Lol Count
| Aslene Huses S
Sacey Sty Section 602 Direct Rural Housing Loan Program
[Eok Coceduen
[Reger Tayloe - Mavimum Adjusted Household Income for Selected State and $60,400.00
1 r Coun

Adpusted Household Income Excesds Madmum Income by © $22 620.00

This link will take you to a spreadsheet where a Guaranteed Loan Coordinator will If you wish to contact a Direct Loan Coordinator for a state where a client is located
be listed for each state. Their name, phone number, fax number, and email

for more information click on “Contact Us” for further details on the Direct Loan
addresses are listed for your reference. Program.
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A map of the U.S. will appear. Select the state where the applicant wishes to
purchase a home. For this example we will select the state of “lllinois.”
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When the state selected appears, select the county where the property is located. In
this example we will select “McLean” county.
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Serving MCLEAN County, Winois

HAORMAL SERYICE CENTER
KATS Dk

14557

(
0

Farem Service Ageney
i

atwral Resources Conservation Service
Conssrestiom District

Serwicw Conters in Giber Counties

PONTIAL SERVICE LENTER
351 WA T

BT

ILLINGIS STATE OFFICE
2118 W PARK

CHAMPAIGN, IL 419212086

Hural Dewelopmest (Ares Officn]

Be sure to contact an office where Rural Development is located. This example has
two options for contacts. Select the contact with the phone number.
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Single Family Housing Program
Income Eligibility O inati ¥

Applicant is ELIGIBLE for the Section 502 Guarantead Rural Housing Loan

Pragram and INELIGIBLE for the Section 502 Direct Rural Housing Loan

Frogram based on income entered and Program Income Guidelines in effect as
bl -

% nhlty, heroe n reanonabin Credt ety for Bhe oan

Mo meset cthes £ v
for further details on the Guarantesd Loan Program
Contact Lis for further details on the Direct Loan Program

y of Adj Annual t Income

Annual Household Income : $92,400.00
Total Deductions : $9,480.00
Household Adjusted Annual Income : $82,920,00

Section 502 Guaranteed Rural Housing Loan Program

Maximum Adjusted Househald Income for Selected State and $86,860.00
Cownty

Section 502 Direct Rural Housing Loan Program
Maximum Adjusted Househald Income for Selected State and $60,400.00

Cownty
Adustad Household ncome Excesds Maximum Income by | $22 520,00

*The next section is “Summary of Adjusted Annual Household Income.”

*The total “Annual Household Income” will be calculated. This would be all of the income received by
all adult household members who will make the home their primary residence. In this example the
gross annual household income is $92,400.

*The “Total Deductions” will also be calculated and the total will be displayed. This is the total of all
deductions the household is eligible to deduct for qualifying purposes and may include dependents,
elderly household family, medical and disability expenses, and child care expenses. These
deductions do NOT count as debts against the applicants on the loan application. These deductions
are only utilized to assist more individuals and families qualify for Guaranteed loans.

*The “Household Adjusted Annual Income” will be calculated by deducting the total deductions from
the gross annual household income. It is this ADJUSTED annual income that determines if the
applicants meet the income guidelines in order to qualify for Guaranteed loan benefits. In this
example the adjusted annual income is $82,920.

*The maximum adjusted household income limit for the selected state and county that the user chose
on the first screen is $86,850. This works out very well for the applicants as their adjusted annual
income of $82,920 is below the maximum allowable income of $86,850. If it were not for the eligible
total deductions that the applicants qualified for, they may not have been income eligible, as their
annual household income is $92,400. The eligible deductions have assisted these applicants to
qualify for a Guaranteed loan.

*When qualifying the applicant’s for the home, meaning calculating housing and debt ratios, the
lender may utilize the full income of all household members who will be a party to the note or on the
loan. As long as both of our applicants in this example will be on the loan, then the lender may utilize
$92,400 when calculating ratios. This also assumes that all income may be deemed stable and
dependable and therefore eligible for repayment income purposes. It is not unusual for the gross
annual income to be more than the eligible repayment income calculated by the lender.
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Single Family Housing Program
Income Elij (8] ¥

Vo are here. ENgibility fHome

Applicant is ELIGIBLE for the Section 502 Guaranteed Rural Housing Loan Plghhility
Frogram and INELIGIBLE for the Section 502 Direct Rural Howsing Loan
Frogram based on income entered and Program Income Guidelines in effect as

of 10-14-2009. (appicant must shor repaymert bty have n rensonabie creat hstey for e ban
requestnd, and must ment other prOQRam FROUFBMAnEs )

Contact Us for further details on the Guaranteed Loan Frogram
Contact Lis for further details on the Direct Loan Program.,

Besl viewed using screen
revohution of 1024 X T80,

Weleome to the USDA Income and Property Eligibility Site

Thits it 15 s bo determing eligibibey Tor certain LSO omee joan programs, In onder 30 be ehgibhy
for Fmamy STV Igans, ROusenad incomi must meel certam guidiings, S0, e hame 1o be
purchased mustbe 10caded in an eligible el sea o5 celned by USDA

y of Adj Annual t Income

Annual Household Income : $92,400.00
Total Deductions : $9,480.00
Household Adjusted Annual Income : $82,920,00

T I man about 4 UEE o
503 o Ihis Screen and Select one of SDWS Nome boan programs.

To deturmine i 3 propery (s ocated in an sligible rursl aea, click on ihe Propanty Blgibliy irk on
tha 1R sid0 and slact & Rural v teloct 3 Fural
Divenlanmon! Brogeam, you wil o dirdcind 10 M snnrogatn Dropory olkgedity stroonTor the Fueal
Dilonmnt Ban BIoGram yeu Selnctnd

Section 602 Guaranteed Rural Housing Loan Program

Maximum Adjusted Housahold Income for Selected State and $86,850.00
County

eligiility of an , click on an®e
It Eidn of the screan and selact 3 Rural Devbopmant pengram. When you selact 3 Rural
Dareninpmont prageam, you will o dimcied 1o e anprogatn inceme eliginity sceeen for the Fural
Diedlopmont Kan Bragram yeu Seiectng

Section 502 Direct Rural Housing Loan Program

Maximum Adjusted Housshold Income for Selected State and $60,400.00
Count
Adpusted Household Income Excesds Madmum Income by © $22 620.00

3ppily for 3 Rurat oan, elick an 8 CONEACE Us link oo the 1art sida of
the screen and than selact 3 Rursl Devekpman Loan program

The Section 502 Direct Rural Housing Loan Program maximum adjusted household sLenders may want a list of the income limits for reference, rather than utilize the
income limits for the selected state and county will also be displayed. This will give online property eligibility determination summary.

users an idea of the difference between the very low and low income Direct program *Return to the nationwide eligibility home page, on the eligibility menu under
income limits as opposed to the maximum adjusted household income limits for “Income Limits” and click on “Guaranteed.”

Guaranteed loans, which are for moderate income applicants.
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Next, select the state you wish to view or print the income limits.
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A pdf for the state will appear. You may view or print these income limits for future
reference.
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THIS METHOD IS NOT RECOMMENDED
UNTIL LENDERS ARE FAMILIAR
WITH INCOME ELIGIBILITY
DETERMINATIONS!

Utilizing the pdf of income limits is NOT recommended for lenders until they are
familiar with the many deductions and different types of income Rural Development
reviews to determine program eligibility.
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This is why:

1.

MSA areas are listed, but there is no indication of what counties are included in
these areas. Lenders may search for a county, be unable to locate it, and falsely
conclude that the area is not eligible for a Guaranteed loan.

. There are two income limits listed. Many lenders assume Guaranteed loans are

for low income applicants. The DIRECT loan program is for very low and low
income applicants. The proper line to utilize for the Guaranteed loan program is
the “RHS MOD. INC-GUAR LOAN.” Failure to reference the correct adjusted
income limit maximum can cost lenders the opportunity to offer Guaranteed
financing.

. There is NO information to alert the lender that there are eligible deductions

available to assist individuals and families to qualify for a Guaranteed loan. NO
mention of dependents, child care expenses, eligible medical and disability
expenses, etc.
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Guarantee Fee Calculation
and

Maximum Loan Amount
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GUARANTEE FEE BENEFITS!

* Include in loan amount
above appraised value

* Lower monthly payments

* Guaranteed up to 90%

sLenders have the option to include the one time guarantee fee into the loan amount
ABOVE the appraised value. Please note that itis NOT required to finance the
guarantee fee. This fee may be paid at closing by the borrower, seller, builder, or
with gift/grant funds, or seller concessions.

*Monthly mortgage insurance premiums increase monthly housing payment
amounts. Guaranteed loans have NO monthly mortgage insurance premiums,
therefore lenders can offer their clients lower monthly payments.

*Guaranteed loans are “guaranteed” by the federal government up to 90% of the
original loan amount. Mortgage insurance may provide 18%, 25%, 30%, or 35%
coverage in the event of a foreclosure or loss. Rural Development is offering
lenders the opportunity to have the loan guaranteed up to 90%! There truly is no
comparison when considering the health and safety of a lender’s portfolio and risk
reduction benefits.
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Maximum Loan Amount

100% of the appraised value plus the
one 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

The maximum loan amount is 100% of the appraised value plus the one time
guarantee fee may be included in the loan ABOVE the appraised value.

In this example, the appraised value is $180,000. To determine the maximum loan
amount Rural Development may guarantee the lender may divide the appraised
value by .98 to arrive at $183,673.47. This is the maximum loan amount Rural
Development can guarantee for the lender, and this figure includes the one time
guarantee fee.
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Maximum CLTV

* No max CLTV
< RD only guarantees the maximum loan
amount

« Grant funds/closing cost assistance, etc. is
allowed but will NOT be guaranteed

Lenders may wish to include assistance programs in order to help applicants take
advantage of grant programs or closing cost assistance. Rural Development does
not object to the applicant utilizing these programs in conjunction with Guaranteed
loans.

*There is no maximum combined loan to value or CLTV.

*Rural Development will only guarantee the eligible maximum loan amount, which is
100% of the appraised value plus the one time guarantee fee.

*Any grant funds or closing cost assistance layered above the maximum loan
amount (roughly 102% LTV) will NOT be part of the guarantee issued to the
approved lender.

*All assistance programs must be in a second lien position.
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Calculate 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?

Before the guarantee may be accurately calculated, please determine if you will:
1. Finance the fee into the loan amount. OR
2. Pay the fee at the closing table, thereby not including it into the loan amount.
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Calculate the Guarantee Fee:
FINANCED into the loan
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Finance the 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

*The current guarantee fee for purchase transactions is 2% of the total loan amount.
To calculate the guarantee fee please follow this example.
*The appraised value is $175,000 with a purchase price of $172,000.

Closing costs (not including the guarantee fee) of $3,000 will be included. We can
do this because the appraised value is $175,000. The difference between the
appraised value and the purchase price allows for up to $3,000 of additional eligible
fees, costs, or repairs.

*The $172,000 purchase price plus the $3,000 closing costs equals a loan amount
of $175,000.

*Now calculate the one time guarantee into the loan amount. Take the $175,000
appraised value and DIVIDE it by .98. This will equal a TOTAL loan amount of
$178,571.43.

*This total loan amount includes the guarantee fee. $178,571.43 is the total loan
amount the lender should request from Rural Development for loan guarantee.

*To disclose the correct guarantee fee to the client, take the total loan amount of
$178,571.43 and MULTIPLY it by .02. This will allow the lender to tell the applicant
that $3,571.43 has been included in their loan amount to pay for the one time
guarantee fee.
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Finance the 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

«For refinance transactions the guarantee fee is only .5%.

*When financing the fee into a refinance transaction the same principals apply.
Calculate the total loan amount, in this example it is $175,000 and DIVIDE it by .995
to arrive at the total loan amount to request from Rural Development of
$175,879.39. This total loan amount includes the .5% guarantee fee.

*To disclose the correct guarantee fee to the applicant, lenders may take the total
loan amount of $175,879.39 and MULTIPLY it by .005 to arrive at $879.39. This is
the amount financed into the loan for the guarantee fee.

*More details regarding refinance transactions will be covered later in this training.
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Calculating the Guarantee
Fee: NOT Financed
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No Finance the 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.

*When the guarantee fee will NOT be financed into the loan amount, the lender will
calculate the base loan amount, in this example it is $175,000.

«Since the guarantee fee will NOT be financed the lender will MULTIPLY $175,000
by .02 or 2%. This equals a guarantee fee payable at loan closing of $3,500.

*The fee may be paid by the borrower, seller, builder, or with gift or grants funds, or
seller concessions.
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No Finance the 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

*When the guarantee fee is NOT financed into the loan amount for a refinance
transaction, the lender may take the base loan amount and MULTIPLY it by .005 or
.5% to arrive at $875 for the guarantee fee.

*$875 will be payable at the closing table by the borrower.
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Calculate 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

When the appraised value is equal to the purchase price, then there is no room to
include closing costs, lender fees, repairs, etc. into the loan amount. The guarantee
fee is the only item that may be included ABOVE the appraised value. Therefore
the correct maximum loan amount when _financing the guarantee fee would be
$175,000 DIVIDED by .98 = $178,571.43.
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Loan
Process

105

InFerview Submit file to - Underwriter
client Underwriter submits
approved
file to RD
RD issues |
Loan Note
Guarantee to RD issues a
Lender conditional
commitment
within 24-48
I Lender closes the hours g
loan and submits -
closing package

Lenders will interview the client and prepare the loan application, pull a credit
report, gather income verification documents, etc.

Submit the loan to an approved lender for underwriting. The underwriter is
responsible for reviewing all documentation and determining if they will approve
the loan file and determine if the file meets Rural Development guidelines.

If the underwriter approves the loan, they will submit the loan package to Rural
Development and request a Conditional Commitment for Loan Note Guarantee.

Rural Development will perform a cursory review of the loan file. Rural
Development DOES NOT underwriter or re-underwrite loan files. If Rural
Development approves the loan file we will issue a Conditional Commitment for
Loan Note Guarantee to the approved lender. The Conditional Commitment is
the lender’s “clear to close.” Normally conditional commitments are issued with
24-48 hours of receipt of a complete and underwritten loan package.

The lender will close the loan and submit a closing package to Rural
Development. The items needed for submission back to Rural Development will
be noted on the Conditional Commitment.

Upon receipt of a complete closing package, Rural Development will issue a
Loan Note Guarantee to the approved lender. This will guarantee the loan up to
90% of the original loan amount in the event of a loss or foreclosure.
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Loan Processing Timeframes*

“Record High Volume May Impact Approval Turnaround”

e 24-48 hour turnaround may increase

« States should keep lenders informed

« Submit complete packages ASAP

« Watch your lock expirations / closing dates

*The Guaranteed loan program exploded with loan volume in 2009 and continues to
grow nationwide.

«Due to this additional loan volume many states have been unable to support a 24-
48 hour turnaround time on processing complete loan packages.

*Therefore lenders should contact the state GRH loan coordinator for accurate
estimates of loan processing timeframes.

sLenders are also encouraged to submit complete loan packages as soon as
possible.

*Be sure to monitor rate locks, purchase agreement dates, and closing date
expirations as these may be impacted with the increased loan volume.
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Complete 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

A complete loan package includes the following items as noted in section
1980.353(c) of RD Instruction 1980-D. If additional items are needed Rural
Development will notify the lender, however the above represents a complete
application.

108




Err— p—
Form RD e e p—
1980-21

Form RD 1980-21

“Request for Single
Family Housing

Loan Guarantee”

There is one form that is required for lenders to submit with their approved loan This is the first page of Form RD 1980-21 “Request for Single Family Housing Loan
packages to Rural Development and it is Form RD 1980-21, the “Request for Single Guarantee.” The 1980-21 form has 4 pages. This is the ONLY form required by
Family Housing Loan Guarantee.”

Rural Development for a Conditional Commitment request and is available online in
a fillable pdf format.
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Form RD 1980-21 UNITED STATES DEPARTMENT OF AGRICULTURE Fom Approved
(Rev. 6-08) RURAL DEVELOPMENT OME No. 05750078
RURAL HOUSING SERVICE

REQUEST FOR SINGLE FAMILY HOUSING LOAN GUARANTEE

TO: Rural Development Lendar IDNo.
Roural Housing Service

Lender Name

Lender Contact Person

Lender Phone Number

Lender Fax Number

Please isane 3 Conditionsl Commitmet for Single Family Housing Loan Guarsntee in the followiag case:

Applicant's Nom, Address, and County Social Security No.

Date of Buth

Telephone Number

In the upper left hand corner of the form is the RD form number. Lenders must
ensure they are using the latest revision of 1980-21 which is 6-06.

The 1980-21 will request information regarding the approved lender that is
submitting the request. The “Lender ID No.” is simply the approved lender’s Tax
ID.

Information regarding the applicant or applicant(s) will be requested.
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1. The applicam [ bas [] does not b

& relatiombip with any current Rural Developuent employee

T The apphicant is & (check applacable} I US ctieen [ qualificdalen  [] U'S. Non-catisen Na
] other (explain)
e applicable) (7] veteran  [] Frt time homebuyer

4 Nusshber of perscon i e housebold
5. The applicant’s credit report ndicases. (check one): —
& The applicant bas 0o credst bivtory [
b The mpphicant bas 00 advene credt bstory ]
« The applicant has expersenced adverve credit us
we have determuned that 2 5 beyond the apy
Other (explam)
& The corrent anmal mcome for the bowehold 15 $
T The cusvent adjusted scome fos the bowebold . §
& TOTAL DEBT msio PIT] ratio
9, We propese 1o lown § 0 years ot i v st with ety of § o saths
10, The uiterest rate s baved o the [ Famie Mae [ VAmteon
The mevest rate is locked m unt
The steress smte will float ustil buan closmg
{RFehis option is checked and the untevest rate increases at loan clovng. the Josn ot be re-underuTisien and this
cemfication must be updated)
Bl The applacant 1 unable 1o secuse the mecesy comventional erndst without a Risval Developmt fusmtes upon beraiis and
condinions which the applicant coald reascnably be expected ro fulfill
il Developenent appaoval of the guassster 34 foquired s 5 sy waslabslity of funds
and Urbas Developuient's Ceodst Alest Intrsnctsve Vosce Revposse System {CATVES) wan checked fos outatanding
paent Federal debes and confimsanon No was obtasned.
B4 Loan fiads wall be sed for the followss puspne(s)

=

Purpase Amownt
5,
5

Total Loan =

Page 1 ofd

The body of the 1980-21 includes 14 questions about the loan application. Let's review each question.

#1: The applicant has or does not have a relationship with any current Rural Develoﬁmenl employee. In the event the applicant is related,
married, is dating, or is friends with a current RD employee the state ensures that the loan file is reviewed by an employee who has no
relationship with the applicant.

#2: The applicantis a: US Citizen, qualified alien, U.S. Non-citizen National, or Other. Please check the appropriate box. Lenders must
establish that all applicants who are not U.S. Citizens have been legally and permanetley admitted into the U.S.

#3: Thle aglplicant is a Veteran or first time homebuyer? Please check one or both of these boxes if they apply. This does not affect loan
eligibility.

#4: Number of persons in the household: Please enter the number of people who will make this home their primary residence for all or part of
the next 12 months.

#5: Tne applicant’s credit report indicates (check one): Please check the box next to the most accurate description of the applicant's credit

istory.

#6: The current annual income for the household is $. Enter the amount of the annual income. This is all of the income of all adult household
members who will live in the home.

#7: The current adjusted income for the household is $. Enter this figure. The adjusted income is the annual income minus any deductions for
child care, dependents, medical or disability expenses which the applicant is eligible to deduct.

#8: TOTAL DEBT ratio is PITI ratio . Enter the total debt and PITI ratios.

#9: We propose to loan $. for 30 years at % per annum with payments of $ er month. Enter the loan amount (the TOTAL

loan amount which will'include all closing costs and guarantee fee if financed). Enter the interest rate that was utilized to underwrite the
loan. Enter the P&I payments.

#10: The interest rate is based on the Fannie Mae or VA rate on xx/xx/xx. Select if you based the interest rate on the Fannie Mae rate, or the
VA rate, as well as the date you selected the interest rate.

If the interest rate is locked, check this option and enter the date the of the lock expiration.

If the interest rate is floating until loan closing, check this option. Also take note of the following message:

“If this option (floating) is checked and the interest rate increases at loan closing (from what you disclosed on this form) the loan must be re-
underwritten (as the increase in interest rate may adversely affect the loan eligibilty) and this certification must be updated (a new 1980-
21 executed by the lender and applicant's must be submitted to RD.)

A good best practice is to always use a maximum interest rate if the rate will float to close. This way, if the lender locks the loan for a lower
amount than noted on the 1980-21 no updates or new underwriting must be obtained. Re-underwriting loans and updating certifications
may adversely impact a loan closing date, therefore lenders must plan appropriately.

#11: The applicant is unable to secure the necessary conventional credit without a Rural Development guarantee upon terms and conditions
which the applicant could reasonably be expected to fulfill.

This is a statement that the lender will certify to Rural Development when they sign page 2 of the 1980-21 form. If the lender can make this
loan for the same rate and terms (including no mortgage insurance) then they should utilize that program. Otherwise the lender may
choose the Guaranteed loan program.

Rural Development will accept the signature of the approved lender’s representative on page 2 of this 1980-21 as evidence of their certification.

#12: The applicant understands that Rural Ds 1t approval of the is required and is subject to the availability of funds.

Rural Development must ensure the loan does meet all Agency guidelines including property and income eligibility, therefore a curosry review of
the loan file is performed. In order to obligate the loan, there must be funding available. Rural Development operates from a
Congressional allocation of funding distributed to the Agency each fiscal year. The fiscal year ends on September 30t. At this that time
or before if funds are exhausted or a new budget or conlinum? resolution has not been implemented by the President Rural Development
will issue Conditional Commitments “Subject to Congressionally appropriated funding.” Some lenders will cease to offer Guaranteed
loans until more funds are received. Some lenders will continue to do business as usual. Lenders should check with their companies or
investors to see if their business will be impacted.

#13: Housing and Urban D Credit Alert
Federal debts and confirmation No. was obtained.

Please check CAIVRS for all anllcams that will be a party to the loan note. In the event a claim was discovered, Rural Development can not
continue processing the loan until the applicant provides the lender with official documentation that the delinquency has been paid in full
or otherwise resolved. This is per section 1980.345(f).

Voice Response System (CAIVRS) was checked for outstanding delinquent
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The spplscsant s 8 (eheck appheable) (] veteran 1t e homebusyer

P b - Approved Lender Certification

& The applicant bas no credst bsvtory
b The applicant bas 00 advene crakt kstory
<. The applicant has expenenced adverve credit hussory
we have desermised that 2 5 beyond the apphcant's ¢
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Certifications
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Purpase Amosnt
Purchase home 5 $175,000
Closing costs $3,000 + g-fee $3,632.65 $ $6,632.65
Total Loan = $181,632.65
Page 1af 4
#14: Loan funds will be used for the following purpose(s): Enter the purposes for which the loan funds will be utilized. In H s :
this example the home will be purchased for $175,000, and closing costs of $3,000 will be included along with the At the tOp of the second page of the 1980-21 is the approved lender certification.
guarantee fee of $3,632.65 for a total loan amount request of $181,632.65. All of the information entered by the approved lender on page one must be
Do lenders have to separate out their individual costs (i.e closing costs, guarantee fee, etc.)? No—but it is useful for . - . L.
processing a loan package, but not required. confirmed. The certification states that the loan has been originated and

underwritten in compliance with all Agency guidelines. The 1980-21 must be signed
or executed by the approved lender when received by Rural Development,
otherwise a Conditional Commitment can not be issued. Original signatures are not
required on the 1980-21. Rural Development accepts copies by scan, email,
photocopy, fax, and image.
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Applicants Certification

Applicant(s) Ack led, and Certificati

CERTIFICATION. At the spplicant. 1 ety o the bet of my knomiedge sad bl (1) § 220 mot presemly debarred, saspended.

gible. or voluntarly exchuded fi by any Federal depastmest or agency. (2) 1 have sot within a
'.‘hlc\' year pernod prrseding the proposal bern comacted or had 2 evvl padpment rendered agamst me fos cowmmvwon of Baud o 3
crmmmal offense us commechon witl oblxmisg. attrmphag b obtam, or prrfornang & publss (Federal, state o local) tramuactsm ap
contract under 3 public transaction: er comminsion of emberziement, thefi, forpery. bribery, falsification, ar deviruction of recorh
makang false itatement. of tecervang stol - (3)1 & not have ding jadpesment lien on a0y peoperty for a debt is
favor of the United States which was obtamed m ssry Federal coust other then the Unuted States Tax Cout, and (4) T am sot
debinquent on any oaanding debt o the Federal Goverusent (excludng 20 Federal tax debe)

1{We) centify and acksawledpe that if the Agency pays a Joss chiis on the requested loan to the Jeader, 1 (We) will remburse the
Agrmcy for that amsount. 1F L {We) do not. the Agrsey wall use all semeches svanlsble to st imebading those uader the Debt Collection
Lprovement Act, b2 recoves om the Federal debt direstly from ne (us), The Agency's right 1o coliect i independemt of the lender's
sght 80 callect tnder the guaranteed note and will not be affected by any release by the lender of my (o) obligation 2o repay the loam
Any Agrucy collecrion isder tha paragraph will not be sbared wath the lredee

1AM (WE ARE) unsbile 10 prossde the boussg | (we) need on my (our) onm sccount. and | s (we as¢) snabile 10 seonre the credst
necessary for this purpese from other sources upn tems and condisions whach | (we) can reascmably Falfill 1 (we) cerfy that the

sratements made by me (us) in thas applscancs are e, complete and comect 10 the best of my (our) knowledge and belief and are

smade i good fash to bt a loan

Wammg  Secton 1000 of Title 18, Usated S2atex Code provides: “Whoever, in any masies withun the jurisdscrion of any Deparmmest
or Agency of the United States knowsngly and willfully fabufies, conceals o covers up by any mek. scheme, or device 2
saterial facs, or makes sy false. fictiiow o frandulent stalesmeats of PyAesentations, of makes of wies any false wiitisg
o documens knowing the same fo contun any falue, fictinous or frandulent sasemens of entry, hall be fined under this
ttbe ox imprisoned not moee than five years, or both *

At the bottom of page 2 is the applicant’s acknowledgments and certifications. It is
important that the applicant’s read all of this information.

*They are certifying that they are not debarred from doing business with the federal
government, they have not been convicted of fraud against the federal government,
and no federal liens on property have been obtained against them.

*The second paragraph discusses the Debt Collection and Improvement Act. In the
event the applicant’s default on the loan obligation the approved lender may
foreclose and could potentially suffer a loss. The approved lender would submit a
loss claim to Rural Development which could result in a maximum payout of 90% of
the original loan amount per the Loan Note Guarantee. When the approved lender
receives their reimbursement of loss from Rural Development they will normally
release the applicants of any future liability. However, Rural Development may
pursue reimbursement for the loss we paid the approved lender directly from the
applicants. This is normally accomplished with federal income tax return amounts
that normally would be collected by the applicants. Instead, these refunds would go
to Rural Development until the loss amount is paid in full. All government loans may
utilize the Debt Collection and Improvement Act in order to recover paid losses.

*The third paragraph is the applicant’s certification that they were unable to obtain a
conventional loan with the same rates and terms offered to them under the
Guaranteed loan program.

*The “Warning” statement outlines the penalties for willingly falsifying information to
the U.S. Government.
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Applicant’s Certification

Appli Ack fedgm and Certi
CERTIFICATION. Asthe sppiicamn. T corady m e beut of my i, et pmied
dmclaced snlispliln, o velmstacdy by my @ .

e vl e

= ey o stia,
commact et o public Sasmacton. ox commnuion of embessieme. tafl. fregry, a.s.—; L..&..n o dentruc e of receh

Srvee of e L'amed State WS wal ShASAd 13 ha FASerd 0 0 Bh4a B4 Lized ¥ o 1 T e =409 1 am st

£ carty Agescy pam 8 dow ¢ Seates, £ (W) wilk swamterna
Aguescy foe that smouse 111 (Wa) de so. e Aguscy dabie s, i hubng

mprorme A e e Pl e v e e ) The Apﬂrlnpﬂ- Py ..u..,.-..a.w.
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*The applicant’s must sign the certification in order for a Conditional Commitment to
be issued.

«Original signatures are not required on the 1980-21. Rural Development accepts
copies by scan, email, photocopy, fax, and image
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Form RD
1980-21
Page 3 of 4

b

The third and fourth pages of Form RD 1980-21 are “Notice to Applicant Regarding
Privacy Act Information.” It is the lender’s responsibility to ensure the applicants
receive a copy of the privacy act information. Do not submit pages 3 and 4 to Rural

Development.
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Form RD o . i
1980-21

Page 4 of 4

Page four is a continuation of the privacy act notice.
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OPTIONAL FORM
Form RD 1980-86
“Reservation of Funds”

119

E T

Form RD REQUEST FOR RESERVATION OF FUNDS
1980-86

Page 1 of 1

*The 1980-86 “Reservation of Funds” form is not a required form to be submitted to
Rural Development per section 1980.351.

eLenders may elect to submit a reservation of funds form prior to submitting an
approved underwritten loan package to “reserve” funds. However, the reservation
of funds system is not always available.

«Underwritten and approved loan packages will have loan funds reserved by the
Agency when available.

*The information listed on the 1980-86 is available to Rural Development by
reviewing the 1003 loan application, therefore the 1980-86 is not mandatory and
should not be listed as a condition on the Conditional Commitment issued to the
approved lender.

*Form RD 1980-86 is available online in fillable pdf format.
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Annual Income
Adjusted Income
Repayment Income

There are three types of income that Rural Development that Rural Development
considers for Guaranteed loan applicants.
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Annual 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.

Annual income is the income of all adult household members. Adult household
members include those who are 18 years of age or older and are NOT full time
college students. Annual income includes:

«All current verified income, including part time and full time positions, and includes

eIncome of less than 12 months duration, such as seasonal income, commissions,
overtime, bonuses, and unemployment computed as the estimated annual amount
of such income for the upcoming 12 months. The lender is responsible for
considering all types of income, length of employment, and history of the applicant
receiving this income over the previous 24 months.
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Annual 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)

Annual income also includes:

*The gross amount of all wages, salaries, overtime pay, commissions, fees, tips,
bonuses, and other compensation prior to any payroll deductions.

eInterest and dividend income received on liquid assets with balances in excess of
$5,000.

«Social security income, including benefits received on behalf of minors, annuities,
retirement funds, pensions, etc.

*And Alimony, child support or court ordered maintenance, unless the payments
have not been received consistently and efforts have been made to collect those
due.
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Adjusted Income

The household’s annual income minus eligible
household deductions.

RD Instruction 1980-D, section 1980.348

» Dependents ($480 each)

» Child care expenses

e 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

The Adjusted Income is the annual income minus eligible deductions for which the
household qualifies. Eligible deductions include:

*Dependents: Those household members who are under the age of 18, are over
the age of 18 and are disabled, or are 18 years of age or older and are full time
college students. Each dependent is a $480 deduction from the annual income.

«Childcare expenses, any expenses the applicant or co-applicant pays for the care
of minor children age 12 or younger so they may be employed or complete their
education. Recall that private school tuition and child support are NOT eligible
childcare expenses.

«If the applicant or co-applicant are age 62 years of age or older, the household will
qualify for a flat $400 deduction.

*Medical and disability expenses in excess of 3% of the annual income may be
deducted.

All of these deductions were reviewed in the income eligibility section presented
earlier in the training.
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Adjusted Income

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

Summary of Adjusted Annual Household Income
Annual Household Income : $90,480.00
FotatDettromr—66-160-
Household Adjusted Annual Income : $84,320.00

Section 502 Guaranteed Rural Housing Loan Program

Maximum Adjusted Household Income for Selected State and $84,550.00 |
County

Remember that the importance of the adjusted income is that it is the adjusted
income calculation that determines if the applicants qualify for a Guaranteed loan for
income eligibility when compared to the maximum adjusted income limit for the
selected state and county.
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Repayment 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.

Repayment income is the stable and dependable income of all applicant’s that will
be a party to the note. It is the repayment income that will be utilized to calculate
repayment ratios.

Repayment income may differ from annual income, as some employed household
members may not be a party to the note, or some income sources may not be
deemed stable and dependable by the underwriter, and therefore not utilized to
calculate debt ratios. It is not unusual to have higher annual income than
repayment income.

Lenders are responsible for determining if the income is stable and dependable.
Typically income received less than 24 months should not be considered (i.e.
overtime and bonus income that does not have a history of reciept, or applicant's
who have recently started a position with no prior work history, or applicant’s who
have significant gaps between positions with no documented explanation.)

Tax exempt income such as social security benefits, child support, alimony, etc. is
allowed to be grossed up for repayment income purposes, in the amount of tax
savings attributable to the nontaxable income. Rural Development does not
authorize a flat 20 or 25% margin for grossing up nontaxable income. Rural
Development does allow lenders to determine the tax bracket and tax savings for
which the applicant qualifies and then gross up the income as appropriate per
1980.347(c)(2)(ii).
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Repayment 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

There are many types of income that are NOT considered for annual income, but
may be considered for repayment purposes. These income types include:

sIncome from employment of minors
*Value of allotment of food stamps
*Payments received for the care of foster children

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

*Reimbursement 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, and
*Federal benefits received as assistance (such as Section 8 vouchers).
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Income Verification
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Basic 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

For all household members who will are applicants, meaning they are on the loan,
there are three options for verifying their income.

Option #1: Lenders may request a written verification of employment from the
lender AND include one recent paystub with a year to date (YTD) figure.
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Basic Income Verification*

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

OPTION #2:

* 30 days of paystubs with YTD figure and

e 2years of W-2’s and

* Telephone verification of employment (VOE)

Option #2 is what every loan officer has on the back of their business card:

Lenders may retain the most recent 30 days of paystubs with a YTD figure, AND the
previous two years of W-2's AND document a telephone verification of employment.
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Basic 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

e 2years of W-2’s and

¢ Telephone verification of employment (VOE i

Option #3:

Lenders may retain electronic print outs of paystubs covering the most recent 30
day period with YTD figures listed AND 2 years of W-2's, AND a telephone
verification of employment.
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Basic Income Verification*

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

*Most recent paystub with YTD figure required

For those adult household members who are not a party to the loan note but their
income must be considered to determine program eligibility, they may only submit a
most recent paystub with a YTD figure. This paystub will allow Lenders to calculate
the annual income for the household to determine program eligibility.

132




Self Employed Income*

25% or greater ownership interest: industry standard

Is the SE income stable and dependable?
e« 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
* Lessthan 1year =no

The mortgage industry recognizes applicants as self employed if they have a 25%
or greater ownership interest in the business. When reviewing self employed
documentation the lender must determine if it is stable and dependable income.
Has the applicant been at this position producing a reliable income stream for an
acceptable timeframe?

If the applicant has 2 years or more in a self-employed position the income may be
considered stable and dependable.

If the applicant only has 1-2 years as self-employed then they may be considered as
having stable and dependable income if they have two years of previous
employment, or they have one year employment and formal education or training in
their related self employed occupation or profession.

If the applicant has less than 1 year in a self-employed position the income may
NOT be considered as stable and dependable. In fact, it would be quite hard for a
lender to make an income determination.
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Self Employed Income*

Self-employed income verification:
OPTION #1:

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

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

Self employed applicants will require different documentation as compared to those
with salary or hourly paid wages. There are few different documentation options
available include:

OPTION #1:

Two years of income tax returns that are signed and dated, and include all
applicable schedules AND Year To Date Profit and Loss and balance statements. It
is not necessary for these statements to be audited.
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Self Employed Income*

Self-employed income verification:
OPTION #2:
* [IRS-issued transcripts with appropriate schedules and

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

OPTION #2 includes:

IRS issued tax transcripts that include all appropriate schedules AND Year to Date
Profit and Loss and balance statements. It is not necessary to have these
statements audited.
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Self 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.

Regardless of which documentation option is selected, for quality assurance
purposes lenders should have the applicant sign IRS Form 4506 “Request for Copy
or Transcript of Tax Form” OR IRS Form 8821 “Tax Information Authorization.” The
lender must retain a copy of these signed documents in their permanent case file
and they must submit them to the IRS during the loan application process.
However, it is not required that the lender receive IRS documentation in return prior
to closing. The request for IRS documentation is utilized as a safety net for the
lender to ensure they did not receive fraudulent tax returns or information.
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Self Employed Income*

Rural Development recommends but does not require:

* Fannie Mae form 1084 “Cash Flow Analysis”
* Fannie Mae form 1088 “Comparative Income
Analysis”

Rural Development encourages lenders to utilize Fannie Mae form 1084 “Cash Flow
Analysis” and/or Fannie Mae form 1088 “Comparative Income Analysis” when
analyzing self employment income. These resources are encouraged but are not
required. Lenders and Rural Development alike have found that these forms offer
helpful direction on adding or deducting expenses from net income in order to
determine eligible income that may be used for repayment consideration.
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Self Employed Income*

Determining repayment income for sole proprietorship:

* Net Profit +
» Depreciation +
» Depletion =

* Repayment Income

Traditionally, the primary business structure that many Rural Development self-
employed applicants engage in is a sole proprietorship. When determining
repayment income for sole proprietorships Rural Development allows the lender to
add the depreciation and depletion deductions back into the net profit.
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Self 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

If a debt such as a car loan is paid through the business, the debt does not need to
be included in the debt ratio calculations as long as documentation is provided that
the debt is paid by the business. Documentation to support that the debt payments
are made by the business may include 12 months of cancelled business checks or
bank statements.
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Part time, Second Job, &
Seasonal Income*

Lender must evaluate the stability and expected continuance of

income types other than wages and salaries.

» 2year 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

Income from part-time, second, or seasonal income may be counted, if the applicant
has worked this position uninterrupted for the past two years and will continue to do
so.

Seasonal employment may include positions such as umpiring baseball games,
working holidays at a department store, harvesting produce, etc.

The lender may consider income received for less than two years if they can
determine through employer verification the likelihood of continuance. If the
employer can not concur, income received less than two years may be utilized as a
compensating factor for exceeding the debt ratios.
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Commission 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

Commission income should be averaged over the previous two years from the same
employer. Commission income earned less than one year should not be considered
as repayment income absent significant compensating factors. Exceptions may be
made in those situations where the applicant's compensation was changed from a
salary to commissions, within a similar position, with the same employer. If the
commission income shows a decrease from one year to the next, significant
compensating factors must be documented to include this income towards
repayment ability.

Non-reimbursed expenses, if any, should be subtracted from the gross income
reported on the borrower’s tax returns.
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Overtime & Bonus Income*

Lender must evaluate the stability and expected continuance of
income types other than wages and salaries.

» 2year 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

Income for overtime and bonus income should be received for two years from the
same employer in order to be considered stable and dependable. Averages from
periods of less than two years may be acceptable provided the underwriter
adequately justifies and documents their reason for including the income. When a
lender verifies income, the employer must indicate that the overtime and bonus
income has a probability to continue. If either type of income shows a continual
decline, the lender must provide a sound rationale for the amount included as
repayment income. If income from these sources seem to vary significantly from
year to year, a period of more than two years should be used in calculating average
income.
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Tax-Exempt 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

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

The standard debt to income ratios are based on an assumption the income is
taxable. Income sources that are tax-exempt include, but are not limited to, social
security, retirement, disability, child support, worker's compensation benefits, certain
public assistance payments, military allowances, etc.

The amount of continued tax savings attributable to the nontaxable income source
may be added to the applicant’s repayment income.

The lender must verify that the particular source of income is non-taxable AND that
the non-taxable status are likely to continue. Section 1980.345(c)(2)(ii) of RD
Instruction 1980-D, allows non-taxable income to be “grossed up” by the amount of
federal tax savings attributable (the amount of tax that would normally be paid by a
wage earner in a similar tax bracket) to the nontaxable income for repayment
purposes only. No other adjustments for tax-exempt income are authorized.
Therefore Rural Development does not endorse a straight 20% or 25% gross up
guideline. The lender must determine the applicant’s tax bracket in order to
calculate the appropriate tax benefit that may be added.
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Child Support, Alimony, or
Maintenance 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

For this category of income the lender must secure evidence that payments have
already been received for 12 months. Payment periods of less than 12 months may
be acceptable, if the lender can document the payer’s ability and willingness to
make timely payments.

If income in this category is counted, such payments must be confirmed to continue
for at least three years into the mortgage obligation.
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Retirement & Social Security
Income*

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

Income should be verified by the lender to continue for at least the first three years
of the mortgage obligation. If any benefits will expire within the first three years of
the proposed loan, the income source may only be considered as a compensating
factor.
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Automobile Allowance &
Expense 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

e Include the debt for the allowance is provided

The amount by which an applicant’s automobile allowance or expense account
payments exceed actual expenditures may be considered as repayment income.
Income should be received for two years, along with verification from the employer
that these payments will continue. The applicant's monthly car payment must be
treated as a recurring debt and must not be offset by the car allowance.
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Military 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

In addition to base pay, military personnel may be entitled to additional forms of pay.

Income from variable housing allowances, clothing allowances, flight or hazard pay,
ratios, and proficiency pay may be used for repayment income provided it is verified
as stable and likely to continue.

An additional consideration may be the tax-exempted nature of some of these
payments.
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Section 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)

K

3
4

o

b AR

As part of the Qualify Housing and Work Responsibility Act of 1999 (QHWRA),
Congress sought to provide more low income families nationwide with an
opportunity to become homeowners by creating a new homeownership option
for families receiving Federal Section 8 tenant-based assistance.

Section 8 income is NOT included in the annual income calculation to determine
program eligibility. For repayment purposes the subsidy may be treated in either
of the following manners:

1. Add the subsidy to repayment income when calculating debt ratios. The amount
of this nontaxable subsidy may be “grossed up” 25%. This is the only tax
exempt income source that Rural Development may specifically “gross up” 25%.
OR

2. Lenders may treat the monthly homeownership assistance payment as an
“offset” to the monthly PITI, therefore reducing the monthly payment by the
amount of homeownership assistance, prior to calculating qualifying ratios. This
method may only be used IF the benefit is paid directly to the lender. If the
benefits are paid to the applicant, then the lender may only use the Section 8
amounts in repayment income.
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Liquid Asset Types and
Documentation*

» Depository: (checking, savings, etc.)
* Earnest Money

* Gift funds

» Sale proceeds from currently owned property
* 401k/retirement accounts
» Stocks and bonds

e Cash on hand

When liquid assets are entered on the loan application or considered in the
underwriting analysis, the asset must be verified and documented in the lender’s
permanent case file. Documentation standards support the mortgage industry’s
anticipated level of quality when processing mortgage loan applications. This is not
an all-inclusive list.

The presence of accumulated liquid assets considered in the credit and risk
evaluation can strengthen and influence a manual or automated underwriting
decision due to remaining cash reserves post closing. The Guaranteed loan
program does NOT require cash reserves; however the presence of cash reserves
formulated from liquid assets can affect the strength of the loan application.
Therefore proper documentation is imperative.
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Liquid Asset Types and
Documentation*

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

For depository accounts such as checking, savings, etc. the account balances can
fluctuate depending upon the time of the month when the statement cut off date
occurs. When utilizing depository assets on the loan application lenders must
consider and document:

*Verification of deposit with the average 2 months balance or

*Two consecutive monthly bank statements dated within 45 days of the initial loan
application date

It is incorrect to enter the account balance on these statements as the true
verification of the assets available.
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Liquid Asset Types and
Documentation*

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

Earnest money or cash deposit on the sales contract may be considered an asset if:
*The deposit is not already reflected in a liquid asset account, such as a checking or
savings account

«If the funds have cleared the borrower’s account, then the lender may place this
amount in the “Other Credit” portion of Section VII of the 1003 loan application,
where it will be assumed the lender verified these funds.
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Liquid Asset Types and
Documentation*

Gift Funds

« ldentified 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

Gift funds should be identified separately, as a gift, even if the funds have already
been deposited in a liquid asset account owned by the borrower such as a checking
or savings account.

«Gift funds should not be reflected in the depository accounts verified. If gift funds
are in the borrower’s bank account, the account balance should reflect the balance
less the gift funds deposited.

Gift funds may assist with available funds for closing costs, voluntary down
payments or guarantee fees, but will not be considered as cash reserves for the
purpose of compensating factors when waiving credit or requesting repayment ratio
waivers under section 1980.345(c)(5).

Gift funds may be documented by obtaining a gift letter signed by the donor and
borrower.
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Liquid Asset Types and
Documentation*

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)

When applicant’s are selling a property prior to loan closing on a new Guaranteed
Loan, the sale proceeds from the property may be used as an asset when
documented accordingly.

*A Final HUD-1 Settlement Statement indicating cash sale proceeds actually
realized by the appliant.

*Proceeds from the sale of the property should be included in the applicant’s liquid
assets, such as a checking or savings account.
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Liquid Asset Types and
Documentation*

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

« Only 60% of vested amount may be used
« Obtain the most recent statement

Retirement accounts may be utilized as assets per the following guidelines:

*Up to 60% of the vested amount may be considered in the underwriting analysis,
this is to account for federal income tax and any withdrawal penalties.

*The lender must obtain the most recent account statement to verify the account
balance and vested amounts for the permanent loan case file.
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Liquid Asset Types and
Documentation*

Stocks and Bonds

« The monthly or quarterly statement

Stocks and bonds may be considered as a liquid asset when the lender retains a
monthly or quarterly statement provided by the stockbroker or financial institution
managing the portfolio.
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Liquid Asset Types and
Documentation*

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

Typically individuals that accumulate and keep cash savings on hand are less likely
to save money through a savings or checking account as would an individual with a
history of these accounts. Therefore lenders should be diligent when considering
cash on hand from applicant’'s who do have checking and savings accounts. Cash
on hand may be used as an asset when:

*The borrower can explain in writing how the funds were accumulated and the
amount of time taken to do so.

*The lender must determine the reasonableness based on the borrower’s income
stream and the time frame in which they were saved.

«Cash on hand can not be used as a compensating factor for credit or debt ratio
waivers.
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Assets & 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 o=y -
afc

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

Per RD Instruction 1980-D, section 1980.347(d)(3)(iii) the income derived through
assets or dividends for all liquid assets with a cash value of $5,000 or more when
disclosed by the applicants, must be calculated and considered for eligibility
purposes. Lenders must calculate the income based upon the actual income
derived from the asset, or consider the imputed income. Lenders may calculate this
imputed income by multiplying the asset value by the local passbook savings rate.

For example, if the applicant has a $25,000 certificate of deposit (CD) that is
accruing 4% interest annually, the lender may calculate the actual income derived
as $25,000 x 4%= $1000 annual interest.

The lender will add $1,000 to the annual income calculation to ensure the applicant
is still income eligible for the Guaranteed Loan Program.

157

Assets & 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

Per RD Instruction 1980-D, section 1980.302(a) under “Net Family Assets” (1)(iii):
lenders should exclude “cash on hand which will be used to reduce the amount of
the loan.”

Therefore in our current example, if the applicant’s wish to use any portion of their
assets towards a voluntary downpayment, or to pay closing costs, lender fees,
repairs, or the guarantee fee, deduct that amount from the asset prior to calcuating
the annual interest that must be added to the annual income calculation to ensure
program eligibility.

Example: $25,000 CD earning 4% interest annually, but applicant wishes to use
$10,000 towards the purchase of the home.

Lenders should deduct the $10,000 from the CD, leaving a balance of $15,000 at
4% interest annually which is $600. $600 should be added to the annual income
calculation to determine applicant eligiblity for a Guaratneed loan.
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Retirement Assets*

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

« Retain documentation of account
e Include only 60% of vested amount

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

e |f access to funds is only granted upon death,
employment separation, or retirement, they are not
eligible to be use

w““&&
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Retirement accounts can be liquid, illiquid, or both. Verification documentation and
special calculation instructions are necessary to correctly consider a retirement
account asset. If an underwriter uses any assets, including retirement assets, when
considering a loan application, they should verify and document that the asset exists
as represented.

Retirement accounts include Individual Retirement Accounts (IRA’s), Roth IRA’s,
401(k) accounts, Thrift Savings Plans, and other accounts whose purpose is to be
accessed at or after retirement.

Documentation of retirement assets utilized to support the loan application should
be retained and may include a recent depository or brokerage account statement.

In order to account for withdrawal penalties and taxes, utilize 60% of the vested
amount of the account as the value of the retirement asset.

Utilize retirement accounts as compensating factors and as cash reserves only if
the account allows for withdrawals by the borrower(s). Retirement accounts that
restrict withdrawals only in connection with the borrower's employment separation,
retirement or death should not be considered.
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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.

Applicants who will be purchasing a new primary residence with a Guaranteed loan
but currently own a property may qualify to retain the current property IF they meet
RD Instruction 1980-D, section 1980.346(a) which states:

“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.

160




Retaining 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)

This gives applicants three options under which to qualify in order to retain a current
dwelling. Option one allows the applicant to retain a dwelling that is not located
within the local commuting area of the new dwelling. Rural Development does not
have a definite mileage radius for local commuting area. Therefore, lenders must
work with the local Rural Development office for the state where the new property is
located in order to determine if the dwellings qualify under this option.
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Retaining 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

*The second option allows the applicant to retain a dwelling that is within the local
commuting area of the new home IF their current dwelling is not structurally sound.
Applicants must provide the lender with documented evidence of the structural
issues of the home. This documentation must be from a structural engineer,
licensed home inspector, appraiser, local code or county official, etc. OR

« Option three, the applicant may retain a current dwelling if it is functionally
inadequate to meet their needs. Examples of functional inadequacy may include a
disabled applicant whose current home lacks the handicap accessible features and
amenities necessary to accommodate their needs. Sometimes applicants own a
home that fits their current family, but due to a marriage more bedrooms,
bathrooms, etc. become necessary (i.e. a family of 8 can not comfortably live in a
two bedroom home.) The applicant must provide the lender with documented
evidence of why the current home is no longer functionally adequate. Manufactured
homes that are not anchored on a permanent foundation are considered functionally
inadequate.

162




Retaining A Dwelling*

Applicants may retain only ONE dwelling
in addition to the new property
financed with a GRH loan.

It is important to note that Rural Development only allows applicants to retain one
dwelling in addition to the new property they wish to finance with a Guaranteed loan.
Applicants that retain more than one dwelling in addition to the new guaranteed loan
will not be eligible for a Guaranteed loan.
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Liabilities

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).

= =7

When lenders analyze the credit reports of applicant’s and they have installment
debts with 6 payments or less remaining, the lender may omit the installment
debt payment from the total debt ratio calculation.

1. Lenders may only omit INSTALLMENT debts with 6 months or less remaining
repayment. Revolving accounts are not eligible for omission.

2. If the debt is considered to have an impact on repayment ability (i.e. the monthly
debt is sizable), the underwriter may include it in the ratios regardless if there are
only 6 months of repayment remaining per section 1980.345(c)(1).
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Liabilities

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

= =

Revolving debts that do not have a monthly payment listed on the credit report must
still have a monthly payment entered in order to calculate the debt ratios. Lenders
may estimate the monthly payment by utilizing 5% of the balance reported on the
credit report (i.e. an account with a $4000 balance would equal an estimated
monthly payment of $200.) OR

The lender may obtain a current statement from the applicant to prove a lower
monthly payment is actually due and then utilize that payment in the ratios.
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Liabilities

Child Support / Alimony /Garnishments:

Must be included in debt ratios

= =7

If the applicant is obligated to pay child support, alimony, or has garnishments
appearing on their paystubs, these payments must be included in the debt ratio
calculations. The only way to not include these debts would be for the applicant to
provide the lender with documented evidence of their release of liability from these

obligations.

166




Liabilities Deferred Student Loans*

401k loans/loans against personal liquid assets: RD Instruction 1980-D, section 1980.345(c)(1):
« Not counted in debts or ratios ) )
* 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

= =7

If the applicant has a loan against their 401k, retirment funds, or other personal All deferred student loans must be counted in the debt ratios, regardless of

liquid asset, payments for these debts are NOT counted in the debt ratios. The deferment period. The lender has three options for entering a payment for these
applicant has effectively borrowed their own money, therefore no monthly payment deferred debts:

is necessary. 1. Include the payment listed on the credit report (if one is reported) OR

2. Include a payment verified through the loan servicer and retain the
documentation in the loan file, OR

3. Estimate the anticipated payment as 1% of the loan balance shown on the credit
report (i.e. a loan balance of $5,000 would equal a monthly payment of $50.)
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Co-Signed 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.

r -

Debts which have been cosigned by the applicant for another party must be
considered unless the applicant provides evidence that it has not been
necessary to make payments over the last 12 months.

Documented evidence the payments have been made by a third party for the
previous 12 months includes canceled checks, money order reciepts, bank
statements, etc.

If there are any late payments within the past 12 months, the lender must include
this debt in the ratio calculations.

Lenders can not accept the credit report alone as acceptable evidence to prove the
debt has been paid on time by a third party. Lenders must retain evidence of
WHO has been paying the debt for the previous 12 months, and how they have
been paying it.
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Previous 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

When the applicant has disposed of a property through a sale, trade, or transfer
without a release of liability, the debt must be considered unless the applicant
provides evidence that the new owners have successfully made payments over the
last 12 months.

Acceptable evidence includes:

«12 months of canceled checks, money order receipts, bank statements, etc.to
verify that the payments have been made on time by a third party for the previous
12 months. OR

*The lender can secure documented evidence that the applicant has received a full
release of liability from the mortgage debt. Lenders should note that a court order
awarding the property to someone else, or a quit claim deed filed by the applicant is
NOT acceptable evidence. The applicant is still very much obligated on this debt
until a refinance transaction is completed by the party awarded the property, the
property is sold to a third party, or the lender releases the applicant from liability.

*A credit report showing the liability paid on time for the last 12 months alone is not
acceptable evidence.
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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.

Applicants who have had previous Rural Development Direct or Guaranteed loans
that went into default and therefore the Agency suffered a loss that is now settled or
is subject to settlement may or may not be eligible for a new Guaranteed loan.

Rural Development shall determine whether the applicant has had a previous debt
which was settled, or is subject to settlement, or where Rural Development
otherwise suffered a loss on a loan to the applicant.

If Rural Development suffered any loss related to a previous loan, a loan guarantee
shall not be issued unless Rural Development determines the RD loss was beyond
the applicant’s control, and any identifiable reasons for the loss no longer exist.

The lender and applicant are responsible for researching and documenting the
evidence that may help Rural Development make this determination, as well as
determine if any identifiable reasons for the previous loss no longer exist.
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Federal 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.

Lenders must review the credit report and order a CAIVRS number for all applicants
who are a party to the note. In the event open federal debts or judgments are
identified these must be paid in full or otherwise resolved before the Agency may
process the loan request. If the CAIVRS number retrieved is reporting a filed claim,
it is the applicant’s responsibility to provide the lender with OFFICIAL
DOCUMENTATION that proves the delinquency has been paid in full, or otherwise
resolved, meaning the applicant is no longer liable for repayment of the claim. Once
this documentation is submitted to Rural Development then the loan may continue
to be processed.

The Agency understands that a “clear” CAIVRS can not be retrieved even when the
official documentation is presented to the Agency. Rural Development should never
condition for a “clear CAVIRS number” as CAIVRS does not update these numbers.
The official documentation provided by the applicant that determines they are no
longer liable for any federal debt is the documentation required for the Agency to
continue processing the loan.
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Ratios* Debt Ratio Waivers*

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

¢ No minimum FICO to request
e PITI: 29% waiver

¢ Total Debt: 41%

¢ Lender must request in writing
* Ratios may be exceeded with strong documented (1008) w/ documented
compensating factors by the lender compensating factors

APPROVED

* RD must concur, issue approval in

writing
*The qualifying ratios for a Guaranteed Loan are: *When lenders wish to exceed the baseline ratio thresholds of 29% and 41%, they
+29% for Housing which includes the PITI (Principle, Interest, Real estate Taxes, must submit a documented debt ratio waiver request to Rural Development.
and homeowners Insurance) *There is no minimum FICO score required to request a debt ratio waiver.
*41% for Total Debt, which includes all monthly liabilities and the PITI payment *The lender must request the debt ratio waiver in writing, preferably on the 1008
«The 29/41 ratios may be exceeded when the lender submits a debt ratio waiver Underwriting Transmittal Summary, or similar underwriting document. '!'he Ignder
request along with strong documented compensating factors to support the request must document the strong compensating factors to support the debt ratio waiver
to exceed the ratios. Debt ratio waiver requests will be discussed in greater detail request.
later in the training. *Rural Development will either approve or deny the debt ratio waiver request upon

review of the documented compensating factors identified by the lender. Rural
Development must issue the approval or denial in writing to the approved lender.

173 174




Debt 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! ,@

e o o o

«It is the LENDER'’S responsibility to document and retain evidence of the strong
compensating factors listed to support a debt ratio waiver request.

eIt is not enough to state the applicant has 5 months of cash reserves. There must
be supporting evidence in the permanent loan file to prove there are 5 months of
cash reserves available at that time.

*There is no minimum number of compensating factors that must be identified by
the lender, however when trying to support rising above the baseline qualifying
ratios of 29/41 there is no such thing as too many compensating factors. The debt
ratio waiver request is more likely to be approved by Rural Development when the
approval official can quickly and clearly review the supporting evidence.

*Please review the examples of compensating factors that lenders may document.
This list does not have all compensating factors listed, just the most common ones.
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Documentation of Debt Ratio
Waivers*

Debt Ratio Waiver Requests are:

Issued by: Approved Lender
Documented by: Approved Lender
Approved by: Rural Development

VEIY /s

Approved lender is responsible for documenting the
compensating factors to support the
debt ratio waiver request.

*When the underwriter wishes to approve a loan file and the ratios are above the
baseline 29/41, they must submit a documented debt ratio waiver request to Rural
Development.

*The approved lender is responsible for issuing and documenting the request, BUT
Rural Development is responsible for approving or denying the request.

*Successful debt ratio waiver requests will list the strong compensating factors of
the loan file that support the request to exceed the baseline ratios. Successful
requests will also submit the supporting documentation that the underwriter
considered when approving the loan file with higher ratios.
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Documentation of Debt Ratio
Waivers*

eUnderwriters are directed to document their debt ratio waiver requests on the 1008
Underwriting Transmittal Summary, or similar underwriting document.

*There is NO official “Debt Ratio Waiver” form that has been developed, published,
nor approved by the Single Family Housing Guaranteed Loan Division. Many states
may have their own internal forms, however these are not endorsed nor recognized
by the National Office Guaranteed Loan Division. Their use is optional and may not
be mandated by the states as a condition toward receiving a Conditional
Commitment for Loan Note Guarantee.

*Please note that the underwriter must be identified on the 1008 under
“Underwriter's Name.” The underwriter must also execute the 1008 by signing it.

«In the “Underwriter Comments” section, the underwriter may document the strong
compensating factors that support the request to exceed the baseline ratios of
29/41. The underwriter must also submit evidence of the supporting documentation
cited as a compensating factor. For example, if the applicant has 11 months of
reserves, then corresponding evidence to support the 11 months of reserves must
be in the loan file.

«If there is not enough room on the 1008 the underwriter may submit any additional
notes or documentation to support their decision. The lender is responsible for
listing the compensating factors and including evidence of them in the loan file.
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Temporary Buydowns*

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 B

Temporary interest rate buydowns are a financing tool designed to reduce the
borrower’s monthly mortgage payment during the early years of repayment. The
most common temporary interest rate buydown is a 2-1-0 buydown. Lenders
must follow these guidelines when utilizing a temporary interest rate buydown:

1. Lenders must qualify the applicant at the FULL NOTE INTEREST RATE.
Lenders may not utilize the first year start rate.

2. The lender must establish that the eventual increase in mortgage payments will
not affect the borrower adversely and lead to default. The underwriter must
document the compensating factors which indicate the borrower’s ability to meet
the expected increases in loan payments such as: potential for increased
income, demonstrated ability to devote a greater porition of income towards
housing expenses, or substantial assets available to cushion the effect of
increased payments.

3. The first year or initial interest rate can be no more than 2 percentage points
below the full note rate, and it may not increase more than 1 percent each year.

Buydown funds may come from the seller, lender, or other third party.
5. Buydown funds may NOT come from the borrower.

6. Funds for a temporary interest rate buydown must be escrowed with a state or
federally supervised lender and be fully funded for the buydown period.
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Permanent Buydowns

* Permanent buydowns are forever!
« Borrower or other third party may contribute

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

income applicants only o Hup 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

N oo\
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Permanent interest rate buydowns are allowed since the interest rate is
permanent, and it will not change for the life of the loan. Borrowers are allowed
to contribute to a permanent interest rate buydown if they wish, or another third
party may pay for it.

Applicant’s with adjusted income at or below the low income adjusted income
limits, as determined by 1980-D Exhibit C, may qualify to finance the cost of a
permanent buydown into their loan. The benefit to financing this cost is to
secure a much lower interest rate for the life of the loan. To determine if the
applicant is eligible to finance this cost lenders much ensure the following:

. The applicant is considered low income per the Rural Development adjusted
income limits for low income applicants.

. The buydown is permanent. Temporary buydowns are NOT allowed to be
financed into the loan.

. A maximum of two discount points may be financed IF there is room between
the appraised value and the purchase price. Example: The appraised value is
$135,000, and the purchase price is $130,000. There is room to finance $2,600
(two discount points) into the loan amount based upon the appraised value. If
the home appraised for $130,000 and the purchase price is $130,000 then there
is NOT room to finance any additional costs into the loan other than the one time
guarantee fee.
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Interest 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.

RD Instruction 1980-D, section 1980.320 outlines the maximum interest rate that
may be charged for Guaranteed loans. The maximum interest rate is determined
on the date the rate is LOCKED. Rates that are floating to close must not exceed
the maximum interest rate on the date the rate is locked prior to loan closing. Rural
Development offers two options for determining the maximum interest rate:

OPTION #1:
Lenders may calculate the maximum interest rate based on the Fannie Mae 90 day

delivery rate, plus 60 basis points, rounded up to the nearest quarter of one percent.
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Interest Rate Example

www.efanniemae.com/sfirefmaterials/hrny/index.jsp

MANDATORY DELIVERY COMMITMENT
SO-YEAR FIXED RATEA f A
TIME 10-naY 30.04Y DAY S0.naY
0E1E 4 6230 14 &7 04 74654 14 R

0815 M.B514T 0469556 T 485281

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

Fannie Mae interest rates may be accessed online at the website noted. Lenders
may view the 30 year fixed interest rates. Once displayed, select the date the rate
will be locked. Identify the 90 day delivery column, and locate the 30 year fixed rate
for this date.

In this example, a rate locked on November 3, 2009 could have a MAXIMUM
interest rate charged to the applicant of 5.50%. As the calculation of a maximum
interest rate is as follows:

90 day delivery rate of 4.85 plus 60 basis points is 5.45% then we round up to the
nearest quarter of one percent which is 5.50%. Therefore the MAXIMUM interest
rate a lender may charge on 11/3/2009 is 5.50% if locked per Fannie Mae rates.

Lenders do not have to charge the maximum interest rate, they may charge the
maximum rate or below.
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Interest 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

OPTION #2:

Lenders may select the interest rate based on their published VA rates. The correct
maximum VA rate will be the “par rate.” Par rate is defined as no yield spread
premium paid, and no discount points are required from the borrower in order to
secure the rate. Since VA no longer publishes their own rates, the rate sheet for the
date the loan is locked must be submitted to Rural Development with the loan
package in order to verify 1980.320 is upheld.
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Floating 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 rates that are floating must adhere to the maximum interest rate parameters
on the date the rate is locked. Rates locked per VA rate sheets must have this
evidence submitted to verify 1980.320 is upheld.
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Interest Rate/Loan Amount
Reminder!

Interest rate or Loan Amount increasing prior to closing?

When 1980-18 Conditional Commitment has been issued submit
the following:

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

+ Revised 1008, executed by underwriter

* Revised 1003, final signed at closing will comply

Processing time for a new Conditional Commitment
may take 3 or more business days.

8

In the event RD Form 1980-18 “Conditional Commitment for Loan Note Guarantee”
has already been issued to the lender by Rural Development, and the interest rate
or loan amount will increase from the approved amounts submitted by the lender
and approved by Rural Development, the lender must submit the following items:

«A revised Form RD 1980-21 with the new interest rate or loan amount updated.
The form must be executed by the applicants and the lender.

«A revised 1008 Underwriting Transmittal Summary with updated figures executed
by the underwriter who approved the loan file.

«A revised 1003 Uniform Residential Loan Application with updated figures,
executed by the applicants and lender. The lender may submit the final 1003
signed at the loan closing table as part of the closing package submitted to Rural
Development.

Lenders should note that increases for amounts of $500 or less will not be
processed by the Agency. Lenders should not close loans for interest rates or loan
amounts higher than those approved by Rural Development and listed on the issued
Conditional Commitments. Lenders who do close for higher interest rates and/or
loan amounts do so at their own risk, as the Agency is only obligated to honor Loan
Note Guarantees for the amounts previously approved and documented on the
1980-18 Conditional Commitment.
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Lender 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)

Rural Development allows lenders to establish charges and fees for Guaranteed
loan applicants provided they are the same as those the lenders charge other
applicants for similar types of loan transactions. Lenders should ensure their
charges and fees for Rural Development loans mirror their charges and fees for
FHA and VA loans, as these fellow government loans are comperable loan
transactions.
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Non-U.S. Citizen Eligibility*

RD Instruction 1980-D, section 1980.346(c)

The applicant must be:

* AU.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

Lenders must be able to verify and document that applicants who are not U.S.
Citizens are:

1. Legally admitted to the U.S. for permanent residency or are
2. Legally admitted non-permanent residents on indefinite parole

Lenders may work with Rural Development local offices and utilize published
resources that provide more specific information and documentation that the
lender may obtain from the applicant to ensure they are eligible for guaranteed
loan benefits.
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Credit*

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.

The cardinal rule for lenders to consider when making eligible credit determinations
includes this statement: “The applicant must have a credit history which indicates a
reasonable ability and willingness to meet obligations as they become due.”
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Credit*

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

Per section 1980.345(d) the following are indicators of unacceptable credit that the
underwriter must consider when making a credit decision on a loan file:

*More than one 30 day late payment in the last 12 months

*A foreclosure has been incurred within the last 36 months

*Does the applicant have any outstanding tax liens or delinquent state or local

government debts, regardless of age as long as they are currently due and payable.
This citation is NOT referring to federal debts or federal judgments.

*Does the applicant have any judgments caused by nonpayment within the last 12
months or that are currently outstanding? This citation is not referring to federal
judgments.

*Does the applicant have any accounts that have been converted into collections
within the last 12 months?

*Does the applicant have any collection accounts that are currently outstanding with
no payment arrangments regardless of age that are currently due and payable?
*Does the applicant have any debts that have been written off, such as through a
bankruptcy in the last 36 months?

All of these indicators of unacceptable credit must be considered by the underwriter
when determining if the applicant has an acceptable credit history.
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Credit*

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.

In the event the applicant displays indicators of unacceptable credit, but the
underwriter has identified mitigating circumstances surrounding the adverse
credit and wishes to approve the loan file, the underwriter may issue a credit
waiver when the applicant provides the lender with documentation to support
that:

The circumstances surrounding the adverse credit were:

1. Temporary in nature (explanation/documentation as to why they were temporary
in nature must be documented) AND

2. Were beyond the applicant’s control (explanation/documentation as to why they
were beyond the applicant’s control must be documented) AND

3. These circumstances contributing to the adverse credit have been removed
(explanation/documentation as to how the circumstances have been removed
must be documented.)

OR

The applicant must supply the lender with documentation of their efforts to dispute
payments due to defective goods or services, thereby causing the adverse
credit.

When the lender has reviewed the official documentation and circumstances
provided by the applicant they may determine if they wish to issue a documented
credit waiver for the loan file.

Please refer to applicable Administrative Notices that address FICO score
thresholds and credit waivers.
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Documentation of Credit
Waivers*

Adverse credit waivers are:

Issued by: Approved Lender
Documented by: Approved Lender
Approved by: Approved Lender

T

Approved lender is responsible for retaining the
documentation provided by the applicant to support the
credit waiver.

Credit waivers are the responsibility of the approved lender's underwriter. They are
issued by the approved lender. They are documented by the approved lender, and
they are ultimately approved by the approved lender!

*When the underwriter has the ability to waive adverse credit instances AND they
have supporting documentation to retain in the permanent case file, they may
document their waiver of the adverse credit. This will include explaining all three
mitigating circumstances as outlined in the previous slide (temporary in nature AND
beyond the applicant’s control AND circumstances have been removed.)
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Documentation of Credit
Waivers*

*Underwriters are directed to document their adverse credit waivers on the 1008
Underwriting Transmittal Summary, or similar underwriting document.

*There is NO official “Credit Waiver” form that has been developed, published, nor
approved by the Single Family Housing Guaranteed Loan Division. Many states
may have their own internal forms, however these are not endorsed nor recognized
by the National Office Guaranteed Loan Division. Their use is optional and may not
be mandated by the states as a condition toward receiving a Conditional
Commitment for Loan Note Guarantee.

*Please note that the underwriter must be identified on the 1008 under
“Underwriter's Name.” The underwriter must also execute the 1008 by signing it.
«In the “Underwriter Comments” section, the underwriter may document their
adverse credit waiver circumstances and justify why they waived the adverse credit.
«If there is not enough room on the 1008, the underwriter may submit any additional
notes or documentation to support their decision.

*The underwriter is responsible for making credit determinations and issuing credit
waivers, however the loan file must provide a clear explanation for Rural
Development to view.
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Credit*

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

The following items are NOT indicators of unacceptable credit:

*The applicant has no history of credit transactions. When no reported credit data is
available from the credit bureaus, Rural Development allows non-traditional credit
histories to be considered in order to establish the applicant’s intent for good credit.

A bankruptcy that has been discharged more than 36 months prior to application
will not be considered an indicator of unacceptable credit.

*A satisfied judgment or foreclosure with no loss of security which was completed
more than 12 months prior to the date of loan application. A “satisfied” judgment
would be paid in full, or the applicant would have official documentation to support a
full release of liability from the creditor. “Satisfied” means no payments are due and
the applicant has been released of all liability.

192




Credit*

Selecting the FICO score for underwriting:

» Tri-merged credit reports or an in-file report with a
minimum of 2 reported credit bureaus

» 3scores: middle

» 2scores: lowest

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

* No score: must prepare non-traditional credit report

Tri-merged credit reports which have all three credit bureaus reporting are required
for the Guaranteed loan program, or an in-file credit report that has a minimum of 2
credit bureaus reporting. In-file credit reports with only one credit bureau reporting
are not acceptable.

Lenders should select the following FICO scores for underwriting purposes:
If three scores are reported select the middle score.
If two scores are reported select the lower of the two scores.

If only one FICO score is reported this score may not be used for underwriting. The
applicant and lender must prepare a nontraditional credit report.

When no FICO score is reported the applicant and lender must prepare a
nontraditional credit report.
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Credit*

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

* Lenders must review each applicants credit history
separately

Lenders need only to consider the credit of the applicants, which is those who will
be a party to the note and are listed on the loan application.

Lenders must review the entire credit profile of each applicant on the loan.
Meaning, if applicant A has a FICO score of 750 and applicant B has a FICO score
of 580, the lender can not underwrite the loan file based upon applicant A’s FICO of
750. The underwriter must review and consider the credit profile of each individual
applicant.
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Nontraditional Credit*

Lenders may only create nontraditional credit histories for
applicants that have: No reported credit or only one FICO score

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

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

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

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

When preparing nontraditional credit histories, again these tradelines are only
eligible for use if the applicant has only one reported FICO score, or no reported
FICO score.

When the applicant has a history paying rent or housing then only 3 tradelines with
a 12 month history must be verified and documented. One of the three tradelines
may be evidence of rent or housing payments.

If the applicant does not have a history of paying rent or housing, then 4 tradelines
must be verified and documented with a 12 month history.

The 12 month history should be verified for tradelines that are currently active and
open. Evidence of accounts that were open for 12 months or more, but are now
closed are not acceptable. The lender must provide evidence of the applicant’s
ability to meet obligations that are currently due.
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Nontraditional 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.

Again, nontraditional credit may NOT be used to offset derogatory credit that
appears on the issued credit report.

Applicants with only one reported FICO score or no reported FICO score on a
traditional credit report, BUT they do exhibit open collections, judgments, or public
records that are still due and payable, will be ineligible for Guaranteed loan
consideration until these items are paid in full or otherwise satisfied.
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Nontraditional Credit*

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

* Payments made to relatives are not eligible
tradelines

Additional layers of risk (i.e. payment shock, adverse credit waivers, debt ratio
waiver requests) are not advised to be utilized for nontraditional credit applicants.
Payments made to relatives are not eligible to be considered for establishing intent
for good credit.
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Nontraditional 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.)

12 month verified payment histories are acceptable when they are from such

sources as:

«Utility payment records

eInsurance payments, but not those automatically deducted from the applican’ts

paycheck.

*School tuition and

*Retail stores
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Nontraditional 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

4]

The applicant must present 12 months of canceled checks or money order receipts
to prove that the payments were made on time.

In the event canceled checks and money order receipts are not available, then
written verification from third parties such as management companies or the store
owners may be considered IF all of the following information is reported and verified
by the third party:

«Creditor name

«Date the account was opened

«Current balance of the account

*The monthly payment amount due

«Payment history, reported in 0x30, 0x60, 0x90 day format

Rural Development will not accept written verifications that only cite “Satisfactory” or
“Acceptable” as timely payment verifications.
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Nontraditional 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

Rural Development allows only one 30 day delinquency on 1 nontraditional credit
reference within the last 12 months.

If there are 60 and 90 day delinquencies reported, or disconnect notices have been
issued by some creditors then the applicant will be ineligible.

When the applicants can provide documentation to support their steady periodic
deposits into a savings account that equal 2 months of principal, interest, taxes, and
insurance, these reserves may be considered as a credit history tradeline.
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Payment Shock*

Payment Shock as a risk layer is:

¢ Proposed PITl 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. Q

Payment shock is a potential risk layer to a loan application. Payment shock should
be considered in the underwriting analysis when:

1. The proposed PITI payment is 100% or higher than the applicant’s current rent
or housing expenses OR

2. The applicant has no history of paying rent or housing

It is important to note that payment shock is NOT considered a risk layer for the
loan file when:

1. Payment shock is the ONLY risk layer. If the ratios are within 29/41, and no
adverse credit has been waived by the underwriter, then payment shock ALONE
does not contribute to the risk of the loan file. No consideration is necessary by
the underwriter. OR

2. Payment shock is below 100%. Most applicant’s who are moving into a home
from renting WILL experience an increase in their housing expenses, as this is
normal and customary. When the proposed PITI will increase 99.9% and below,
payment shock is NOT a risk layer.

Payment shock is not up to Rural Development to approve. The approved lender is
responsible for determining if payment shock will affect their approval of the loan
file.
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Appraisals™

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

Approved lenders must order an acceptable appraisal for all Guaranteed loans. Per

RD Instruction 1980-D, section 1980.334 the appraisal must:

*Be completed within 6 months of the date the request for a Conditional
Commitment is submitted to Rural Development

*Be completed by a licensed or certified residential appraiser or a HUD Roster
appraiser

*Use the appropriate and current appraisal form for the property type, and

*Have clear photographs of the subject, including the front, rear, and street scene.
There must also be at least one photograph of the front of each comparable

property. Color photographs are not required, however the photographs submitted

should be clear. A fax of a fax copy is usually not viewable.

As of July 1, 2009 all appraisals submitted to Rural Development for review must
include the 1004 MC “Market Conditions Addendum to the Appraisal.”
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Appraisals™

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.

Rural Development follows HUD Handbooks 4150.2 and 4905.1 minimum property
standards for all existing homes. Therefore HUD Handbook determinations may
be performed by:

1. A HUD Roster Appraiser OR

2. Alicensed or residential appraiser that the approved lender deems qualified to
complete HUD Handbook determinations or provide a home inspection report.

The appraiser must note on the appraisal that the home meets HUD Handbooks
4105.2 and 4905.1 standards. They may do so on page three of the appraisal,
on the addendum, or elsewhere on the appraisal.
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Additional 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

When are additional inspections required?

«If the property is located on a private septic system, and the appraiser or inspector
who visits the property notes that there IS observable evidence of system failure
and orders a third party inspection, then the lender must have an additional
inspection of the septic completed. The lender does not have to submit the septic
inspection report to Rural Development. The 1980-D Instruction states the lender
will ensure the system is acceptable and will retain evidence in their permanent
case file.

«If the property is served by a private well there must be a water test conducted to
ensure the water meets acceptable local, county, or state health codes. This
determination may be made by a local, county, or state health department, or a third
party lab. The lender does not have to submit the well test to Rural Development.
The 1980-D Instruction states the lender will obtain an acceptable water test and
retain it in their permanent case file.

«If the appraiser or inspector who visits the property notes active infestation, or
determines previous infestation and requests a third party termite inspection then
the lender must comply and order the inspection. If the state where the property is
located has a state law that requires all homes sold to undergo pest inspections,
then the lender must comply and order the inspection. These are the only two
instances where a termite inspection would be required by Rural Development. The
1980-D Instruction does not require the lender to submit the termite report to Rural
Development, they must receive an acceptable inspection and retain it in the
permanent case file.
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Repairs

* 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

Applicant’'s may wish to finance the cost of necessary and elective repairs into the
Guaranteed loan. This is acceptable with the following guidelines in mind:

*Repairs may only be included in the loan IF there is room between the purchase
price and the appraised value to accommodate the cost. For example: An
appraised value of $154,000 and a purchase price of $150,000 allows for $4,000 of
eligible closing costs, eligible lender fees, repairs, etc. to be financed into the loan,
plus the one time guarantee fee may be rolled in above the appraised value.

«All repairs noted by the appraiser in order for the home to meet HUD Handbook
standards 4150.2 and 4905.1 must be completed. If there is not room to include the
cost of these repairs into the loan then the applicant, seller, or other third party must
pay for the repairs.

*There are no restrictions on the types of repairs that may be included in the loan
when eligible. If the applicant wishes to include the cost of new carpet, kitchen
cabinets, new appliances, etc. they may if there is room to roll these costs into the
loan.

«All repairs included in the loan must be completed at the time the lender requests
the Loan Note Guarantee from the Agency. If the repairs are exterior and can not
be completed due to weather conditions, the lender has another option to consider.

*Any necessary repairs noted by the appraiser or inspector that directly effect the
safety, soundness, or sanitation of the home must be completed prior to loan
closing and occupancy of the home.
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Exterior Weather Delayed
Repairs

RD Instruction 1980-D, section 1980.315

« Signed contract/bid documentation is in the file

e Completion within 120 days

* Lender agrees to obtain afinal 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)

When proposed exterior development work can not be completed prior to the
Agency issuing a Loan Note Guarantee because of weather and the work
remaining to be done does not affect the livability of the home, an escrow
account for exterior development only may be established by the lender if the
following conditions are met:

1. A signed contract and bid schedule is in effect for the proposed exterior work

2. The contract for development work must provide for completion of the work
within 120 days

3. The lender agrees to obtain a final inspection report and advise Rural
Development when the work has been completed

4. The escrow account must be funded in an amount sufficient to assure the
completion of the remaining work. This figure should be 150 percent of the cost
of completion but may be higher if the lender determines a higher amount is
needed.
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Manufactured Homes:
Built 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

il
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Manufactured homes are built to HUD code and therefore vary from modular or

stick built new construction homes. Rural Development may finance new units if
they meet the following parameters:

. The unit must be new, meaning it has not existed for more than 12 months.

Therefore the date of the purchase agreement must be within one year of the
date displayed on the plate attached to the manufactured unit.

. The unit must be built by an approved dealer-contractor. Each state maintains a

list of eligible approved dealer-contractors for their state. Dealer-Contractors
approved in Indiana may not be approved in lllinois, or Ohio, or Kentucky.
Therefore the dealer must become approved in each state where they wish to do
business. The approval process is quite easy, but to ensure no obstacles to
your loan closing, check with the Rural Development office in the state where the
unit will be set up to ensure the dealer-contractor is approved.

Existing manufactured homes are only eligible for a Guaranteed loan IF:

1.
2.

They were originally built and financed with a Direct or Guaranteed loan AND
The original owner is the seller. If the original owner is no longer the owner of
the property and another party has taken ownership with a conventional, FHA, or
VA loan, then the unit is no longer eligible for a new Guaranteed loan.
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New 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

For new construction properties the lender must retain evidence of the following in
the permanent case file:

Evidence of:
« Certified Plans and Specs
« Construction Inspections and

« Builder's Warranty: May be a 1 year builder's warranty, or a 10 year insured
builder’'s warranty acceptable to Rural Development

208




Certified 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.

The lender has 3 options to prove the home was built to certified plans and specs
(such as International Residential, CABO, BOCA, etc.) and retain this
documentation in the permanent case file.

1. A copy of an eligible building permit that has been issued by an approve local
jurisdiction, OR

2. A Certificate of Occupancy or completion certificate issued by an approved local
jurisdiction OR

3. A certification from a qualified individual or organization that has reviewed the
plans and specs, and determines they meet all applicable building codes and
development standards. If the reviewers do not have a certifcation form of their
own, Form RD 1924-25 “Plan Certification” may be utilized. This form is NOT
required by Rural Development but may be used when needed.
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Certified 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).

What is an approved local jurisdiction?

In many states there are some counties that do not regulate building or
developments within their communities. Therefore, a building permit or Certificate
of Occupancy would be worthless, or it may not even be an available option. In
counties where a building code and standards have been adopted, and a code or
county official may perform inspections of the property throughout construction,
these jurisdictions are normally the ones issuing building permits and Certificates of
Occupancy that meet Rural Development requirements.

The State Director is responsible for making the determination of which counties or
local communities qualify for lenders to accept an issued building permit or
certificate of occupancy in order to meet “acceptable evidence” of RD Instruction
1924-A.

Approved lenders should contact Rural Development for an approved list of eligible
jurisdictions, or to inquire of a county or communities eligibility.
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Certified 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.

For certified plan and spec reviews, qualified individuals or organizations to review
plans and specs include but are not limited to:

eLicensed Architects
«Professional engineers
*Plan Reviewers, certified by a national code organization

sLocal building officials authorized to review and approve building plans and specs,
or

*National code organizations (International Residential, CABO, BOCA, etc.)

All of these resources would be able to review the plans and specs and determine if
they comply with the applicable building code and standards. If these resources do
not have their own certification to issue, Form RD 1924-25 “Plan Certification” is a
simple form that the lender may ask the review official to sign and certify that the
plans and specs are acceptable. The “Plan Certification” form is optional for use,
and may not be mandated by Rural Development.
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Evidence 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

The second piece of evidence the lender must retain in their permanent case file is
evidence of construction inspections. The lender has 2 options to prove
construction inspections were performed throughout new construction:

1. If an approved local jurisdiction issues an acceptable Certificate of Occupancy
following at least 3 construction inspections, this is acceptable. OR

2. The lender may retain in their permanent case file copies of 3 construction
inspections which may include inspections of:

« Footings and foundation, when they are ready to be poured, prior to backfilling
¢ Plumbing, electrical, and mechanical inspections when the shell of the home is
complete, but these items are still visible for inspection and

« The final inspection when all work is completed prior to occupancy. The final
inspection may be performed by the appraiser.
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Builder Warranty*

2 options to prove
1. Oneyear 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).

The final piece of evidence is a builder’s warranty. The lender has 2 options
available:

1. Retain a one year builder's warranty issued by the builder OR

2. When a 10 year insured builder’'s warranty is offered and is acceptable to Rural
Development, the lender need only retain a signed Form RD 1924-25 “Plan
Certification” by the builder themselves, and evidence of the 10 year insured
warranty. These two items alone will meet Rural Development guidelines.
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Homes 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

Sometimes a newly constructed home that has been completed for less than 12
months and has never been occupied will be unable to produce the required
evidence of certified plans and specs, construction inspections, or a builder’s
warranty. When this occurs Rural Development may only allow a maximum loan
amount of 90% LTV plus the one time guarantee fee.
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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.

Condominium projects are acceptable to Rural Development when the LENDER
has researched and will warrant to Rural Development that they have reviewed
condominium documentation, and that the condominium meets the requirements of
HUD, Fannie Mae, or Freddie Mac, and that the documentation remains available in
the lender’'s permanent case file for verification purposes. The documentation
containing the information necessary to determine if a condominium would be
approved by HUD, Fannie Mae, or Freddie Mac includes:

*A condominium questionnaire, and
*The condominium’s master hazard insurance policy

Lenders may simply state the project classification on the 1008 “Uniform
Underwriting Transmittal Summary” or similar document that the lender certifies that
the condominium unit meets the requirements.
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Streamlined Refinances*

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

Rural Development offers two types of refinance options. Streamlined and
Nonstreamlined. Rural Development may only refinance Section 502 Direct or
Guaranteed loans. FHA, VA, Conventional ARM’s, balloons, MyCommunity
Mortgages, etc. are ineligible for refinance consideration.

When ARRA funds are utilized, streamlined refinances must meet the following
guidelines:

*No new appraisal is required for streamlined refinance transactions, therefore it is a
very cost effective option.

*The streamlined refinance transaction may only pay off the principal loan balance.
*The new loan amount may not exceed the original loan amount.

*The interest rate of the new loan must be 100 basis points below the original
interest rate

*No accrued interest, closing costs, or lender fees may be financed into a
streamlined refinance.

*The guarantee fee is .5%, and may be financed into the loan only to the extent
financing does not exceed the original appraised value.
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Nonstreamlined Refinances*

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 funds utilized for nonstreamlined refinances must meet the following
guidelines:

*A new and current appraisal is required when 12 months or greater from the
original date of loan has expired, or whenever the refinance loan exceeds the
existing principal balance of the original loan.

*The interest rate of the new loan must be 100 basis points below the original
interest rate.

*The new loan amount may include the principal and interest of the existing Agency
loan, closing costs, lender fees, and the guarantee fee (.5%) to the extent there is
sufficient equity in the property, as determined by an appraisal.

*Discount points may be financed in connection with a non-streamlined refinance
when the existing borrower’s adjusted household income is at or below the low
income adjusted income limits as determined by 7 CFR part 1980, subpart D.
Discount points financed will not exceed two percentage points of the loan amount.
There must be sufficient equity between the loan amount and the appraised value to
include these discount points.
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ARRA 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

The following guidelines apply to ALL ARRA refinance transactions:

*The interest rate of the new loan must be at least 100 basis points below the
original rate of the loan refinanced.

«Customary and reasonable closing costs and other fees may be collected from the
borrower by the lender. Such charges may not exceed the cost paid by the lender
or charged to the lender by the service provider. Excessive fees are not permitted.
Examples of customary and reasonable fees and charges are: The actual cost of
the appraisal, inspection, credit reports, imposed verification charges, title
examination and title insurance fees, attorney fees, settlement 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. The lender may not charge
documenation preparation fees if it prepared documents itself.

*An origination fee of up to 1 percent, based upon the combined total of the loan
amount to be refinanced, can be charged to the borrower.
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ARRA 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

eLock in/rate locks represent other fees and charges that may be assessed to the
borrower, but are not considered closing costs.

«Discount points paid representing application processing fees or broker fees cannot
be assessed to the borrower.
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ARRA 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 aborrowers 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

The borrower qualifications include:

*Borrowers on the existing promissary note must be identical to the borrowers on
the new promissary note, except if one or more of the borrowers have died, or if the
borrowers have divorced.

«If a borrower wishes to relinquish their interest in the property, the remaining
borrower(s) must be eligible for the new loan and demonstrate repayment ability
without assistance of the departing/departed borrower.

*The borrower must have been current on their loan for the 180 days prior to loan
application.

*Any late payments in the last 36 months must be considered in the underwriting
analysis. The lenders permanent loan file must contain documented evidence that
the payment history requirements have been met according to section 1980.345.
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Streamlined Refinances*

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

Annually appropriated funding may also be used to perform refinance transactions,
including streamlined and nonstreamlined. Rural Development may only refinance
Section 502 Direct or Guaranteed loans. FHA, VA, Conventional ARM'’s, balloons,
MyCommunity Mortgages, etc. are ineligible for refinance consideration.

When Annual funds are utilized, streamlined refinances must meet the following
guidelines:

*No new appraisal is required for streamlined refinance transactions, therefore it is a
very cost effective option.

*The streamlined refinance transaction may only pay off the principal loan balance.

*The interest rate of the new loan must be the same or lower than the original
interest rate

*No accrued interest, closing costs, or lender fees may be financed into a
streamlined refinance.

*The guarantee fee is .5%, and may be financed into the loan above the appraised
value.
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Nonstreamlined Refinances*

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

Annual funds utilized for nonstreamlined refinances must meet the following
guidelines:

*A new and current appraisal is required

*The interest rate of the new loan must be the same or lower than the original
interest rate.

*The new loan amount include the principal and interest of the existing Agency loan,
closing costs, lender fees, to the extent there is sufficient equity in the property, as
determined by an appraisal.

*The .5% guarantee fee may be included in the loan amount above the appraised
value.

«Discount points may be financed in connection with a non-streamlined refinance to
permanently reduce the interest rate when the existing borrower’s adjusted
household income is at or below the low income adjusted income limits as
determined by 7 CFR part 1980, subpart D. Discount points financed will not
exceed two percentage points of the loan amount. There must be sufficient equity
between the loan amount and the appraised value to include these discount points.
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Form RD 1980-18

“Conditional Commitment for
Single Family Housing Loan
Guarantee”
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COMDITIONAL C: NTTOR.
SINGLE FAMILY BOUSING LOAN CUARANTEE

Form RD
1980-18

Page 1 of 2 _ P o 21

This is the first page of Form RD 1980-18 which is the “Conditional Commitment for
Single Family Housing Loan Guarantee.” This is the form that Rural Development
will issue to the approved lender when a fully underwritten and complete loan
package has been sent to a RD office for review. Upon Rural Development's
approval of the loan, this form will be issued. This form represents the lender’s
“clear to close” from the Agency and will list all conditions the lender must meet in
order to secure a Loan Note Guarantee post closing.
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Form RD
1980-18

Page 2 of 2

*This is page 2 of the 1980-18.

*The lender must ensure all conditions listed are met prior to requesting a Loan
Note Guarantee. The lender will sign this page as the certification to Rural
Development that all conditions listed have been met.
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Attachment to Form RD
1980-18:

“Conditional Commitment for
Single Family Housing Loan
Guarantee”
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ATTACEMET 10 FORM RD 1450-15, "CONDITIONAL COMMITMENT FOR.
SINGLE FAMILY BOUSING LOAN GUARANTEE " FOR:

Attachment to Form
RD 1980-18

Page 1 of 2

The 1980-18 may be sent to the approved lender with an “Attachment to Form RD
1980-18 Conditional Commitment For Single Family Housing Loan Guarantee.”

The first page lists many different potential conditions that the lender must meet
prior to a Loan Note Guarantee being issued. Many of these conditions are
standard, and some are listed in the event the Agency did not receive the
information with the original loan package. Every condition will not be checked.
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Attachment to Form
RD 1980-18

Page 2 of 2

*Page 2 of the “Attachment” has a few more conditions, and then an “Other” section
where Rural Development may insert additional comments or conditions as
necessary.

*The lender must sign this page when requesting the Loan Note Guarantee to
certify that all conditions have been met.
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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

. ﬁttzchment to Form RD 1980-18 (if applicable), executed by FO rm RD 1980'17
ender

. - i “ ”
E)&()érguili)i :IBE;BI%r:]I.geI;oan Closing Report, completed and L 0 an Note G u arantee

* 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

A typical closing package that the lender will submit to Rural Development after the
loan closing in order to secure a Loan Note Guarantee may include the following
documents listed on the slide.
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Page 1 of 2
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L Lown Svicing
daghicl et
it o e e
Pt
e’
— o e o ey, Ay oo

This is the first page of Form RD 1980-17 “Loan Note Guarantee.” The Loan Note
Guarantee is the final document issued to an approved lender after a loan closing.
The Loan Note Guarantee is the official document that guarantees the loan up to
90% of the original loan amount in the event of a loss.
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Form RD pr e
1980-17
Page 2 of 2

e mo s, st

This is the second page of the Loan Note Guarantee. It will be executed by a Rural

Development representative with loan approval authority.
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Resources
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www.rurdev.usda.gov/regs/

USD,._—A -i_.__._ Committed to the future
"-_“ Rural = of rural communities
Development

Iy ]

Rural Development Instructions

Tstyus tisns Aravervice to ow customers, we pont Rizal Developmant’s proposed nes, revised, md Bad
mrtructierss. The Tnstructicns are available in theen Se formats: Adebe Aceshat (FDF),

Piocedme Nances  Microsoft Weed 6 0 (doc) and Text (oa)  To the extent posable, all documents have been

Adobe Acrobat 5.0 or Teat and are 308 complant. B pou should

Aulmisiserative ues and need 3 hard copy, pleass send an el to

Hatices £om i usda gov.

Unsmmbored Tosross
Forms Regulations.gov

Handhaoks Search, review and submit commests on Federal documents that are open for comment and
puibshed m the Federal Register

Lenders may access all of the resources necessary to originate, underwrite,
process, and close USDA Guaranteed Loans from one website as displayed.
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USDA manla RD Instruction 1980-D

— —_— Committed to the future
_ Rural —— of rural communities. .
Development Rural Development Instructions
b an
o Mate: Some exhibits are enly available in the PDF format. Thase exhibits are Ested separately with the Instraction that they pertain to.
Rural Development Instructions 00O STRIEE. TABLEF CONTINTS 1990 STHILS. TAULLOE CONTINT  SHIO0KS - TAILLOF CONTINTS
2000 SERIES - TAELEOF CONTENTS 1500 SERIES - TABLE OF CONTENTS
s a serece 5o ow customers, we post Rural Development's Tnstrucsons, Adisiswatie Hosces, and forms. The j
Lasirochcns are avalable in three Sl foomatr: Adobe Acrobat (PDF), Microsoft Word 6.0 (doc) and Texs o). To the ASUMERS TABLEQECONTENTS SIEECTCLASSEICATION CEART
Pruvedum Noticey stest pesrible, al documents have been made avilible & ether Adobe Acrcba 5.0 or Texz and are 908 compla. IF
you should have accesnbiny issues and need a bard copy, please send an e-mad to Commeptrginedr usda 2oy
minlprasve Hosices AT 1800 GENIERAL PART 1900 GINIRAL AR 199 SUFERVIAD DANK ACCOINTS
Vnmumhered Lesters PART 1904 - BORROWER CASE CLASSIFICATION  PART 1905 . RESERVED PART 1910 - GENERAL
Regulations.gov
Furms -
Search, penew md pubet comaments on Federal documents that s open for ¢omment and poblisted o the Federal BART i%32. APPRAIIAL AR 13- CONFIRICTION AN RER A1R RART 1925 TAXER
Handbosly Regster
e PART 1940 - GENERAL PART 1943 - ASEOCIATIONS
Significant Guidancs e
Da I ot are havang probisms wieh this page, need a bard copy of any of e documents due to accessbiy issues or PART 144 HOUSING FART 1948 RITRAL DEVELGPMENT
G R wodd B 10 be added 1o the Regilations Update disibuson ket (avaiible for Rural Development employees oy EAHLLRH. SR
o etk a walbd Fuewd Developroent o-mad wddress), please ¢-md commentsifihwds usds gov AR P41 STRVICEG AND COLLECTHINS AICE 195 PROFEHIT MASAGDENT :
TART 1962 . PARSONAL FROPERTT PANT 172 COUNTTAND HISTRICT SHTICES
L. ot EART 00 - ORGANIZATION EART 2006 - MANAGEMENT
To access RD Instruction 1980-D, please click on “Instructions.” Scroll to the middle of the grid displayed and click on “Part 1980-General.”
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PART 1980 . GENERAL

PART 1992 . COUNTY AND DISTRICT OFFICES

1992-E Eeporang Propenty Transactons to the Inmernal Revenue Sernce (IRS), Exbibes (FDF anby) ECE DoC I

PART 2000 - GENERAL

2000-A Memorandam of Us dng Between e Eural Devel ds and the Extennon Sernce

U5 Drpiarners of Agnesdsee

2000-B Mrmorandem of Usdermundng Bevween S Extresion Server and Fural D

200010 of with the Matural Besources Conservanon Service;
2000 E Eural Devedopmest Pobcy oo Mestings
2000-G Motanes Puble Expense Act of 1555
2000-M Memmoraestm of Undeestaneing Betwers and Amosg Agnednze Stabiization and Consrvation Service,

Fural Developmest. Sod Conservanon Service; and F¥olaeds Reevesifsis arda govederal Crop Insorance PLE
Cosperaen

2000-0 Mesncemdin of Undesitiring Between the Small Bussess Adsmastration and e U S Departent of

b st Dl T

The next screen will display the 1980-General and will also list all applicable exhibits
to the Instruction, and it will list all currently available Administrative Notices that
apply to the Instruction by number.

Lenders have the ability to view Instruction 1980-D in either pdf, document, or text
format.
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Housing Loans

IANLE OF CONTENTS

loans.

Once an option is selected the entire Instruction 1980-D will display. Lenders may
read, download, print, or search the document.
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Protedurs Nutitns

USDA manls
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ra
Development

Committed to the future

ent Instructions

5, Admimistrate Hotces, and forms. The

As & serace to owr mustomers, we post Rural Developmest's Instry

Instractions are avadable i three e formatr: Adobe Acrobat (PDF), Microsoft Word 60 (doc) and Tent (bt} To the

stent posnble, all decaments have been made avilsble = ather e Arrcbar 5.0 o Teat and are 308 conpla. I
houdd have accessbiity issues and need a bard copy, please send an e-mad b comementywds usda gov.

Administraive Notices
Unnumbered Lesters
Furm

Handbooks
Significant Guidance

Dacumpnts

Other Related Wehsites

Regulations,gov

Search, rewew ind subet oraments on Federal documents that e spen for comment and pobliibed = the Federal
Regster

Hiyoa are haveng problems with this page, need a bard copy of any of the documents due to arcessibdiy issues or
wrotdd Hee 10 be added 19 the Regilatioss Update distribuson ba (avaiable for Firal Developeent emplopees only
weeh & vahd Fissd Development -muad #d&est), please ¢-mid comments @wds usds gov

Lenders can click on “Administrative Notices” in order to access AN'’s for the

program.
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Rural Development Administrative Notices (ANs)

AN Check List (revared 04-30-05); sew also Expued AN Lut. see also ANE 430, ANP 431, ANR 432, ANE 433

A dd]
Underemtng. Sepermber 17. 2000

e of the Seste Eevercamenta] Coordastee, September 18, 2009

Sge Famly Hoummg Gusranteed Loas Program Stible and Dependibie Income, September |

Eovrcemental Complasce When Construction Has Eees nmated, September 9, 2005

E Telecommunications Dewce for the Deaf (TDD) Teletppewrser (TTY) Hunbers, September

F) Bummerr and Indurry Guaranteed Loan Program The Amencan Fecovery and Eeavestment Act of 2007, Augart 20, 2009

Single Fasnly Housng Gusantred Lows Frogun Decumentation of Adverse Credt Warver, atio Wasver Bequest and Cocfimstion of

Snghe Fandy Howsng Guammred Loas Program Underwning aod Cloving Losss - Documentation Matriz, August 18, 2005

Sgle Fasusly Housmg Gasntred Lo Brogam Decmnentation of Adverse Credt Warver, Batio Waver Bequest smd Corfimashiss of
o

The list of AN’s will not only encompass the Single Family Housing Guaranteed
Loan Program, but also Business and Industry and Community Facility programs
offered by the USDA. Therefore, lenders will have to either know the AN number

they are looking for or read the descriptions to locate the proper AN.
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Text_version
Rural Development Instructions

As a serace to owr mustomers, we post Rural Development's Instruceons, Administratee Hotces, and forms. The
Instroctions are avadshle i three Sle formats: Adobe Acrobat (PDF), Microsoft Word 6 0 ($o<) and Teat (b} To the
rxtest posnble, al documents have born made awalsble = ether Adobe Acrcbat 5.0 of Trst and are 308 comphant If
yoa should have accesabilty issues and need a bard copy, pleass send an e-mad to ConeetiEds usdagoy

Search, revew and subest comments on Federal documents that e open for comment and pubbibed n the Federal

Begster
Significans Guidance
B Ty are having problems wih this page, need a bard copy of any of the documents dus 1o accessibley issues or
wotdd Be 10 be added 1o the Regulutices Update drirbuon ket (avadable for Riural Dvelopment emplopees oy
Other Related Webdtes et a vaed il Dvvrlopment e-moed as&ess), please ¢-mad comments s usds gov

Click on “Unnumbered Letters” to view announcements.
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Rural Development Instructions

Instructions As & service o o customers, we post Rural Development's Instracsions, Ademisistratree Hotices, and forms. The
Iastructions are avalible i three Sl focmaty: Adobe Acrobat (PDF), Microsolt Word & 0 (d2<) and Text (bath. To the

Protedurs Natiens stest pesrible, al documents have been made avilible & ether Adobe Acrcba 5.0 or Texz and are 908 compla. IF
o shoud have accesabiny issuss and nesd a bard copy, pleass sexrd an e-mad to Gomementigiyds uda g0y,

Adminisirative Notices

Unnumbered Leters

Search, revew and subest comments on Federal documents that e open for comment and pubbibed n the Federal

Handbocls Regster

Significans Guidance

Documants Ty are having problems wih this page, need a bard copy of any of the documents dus 1o accessibley issues or
wotdd Be 10 be added 1o the Regulutices Update drirbuon ket (avadable for Riural Dvelopment emplopees oy

Other Related Webdtes et a vaed il Dvvrlopment e-moed as&ess), please ¢-mad comments s usds gov

Any form discussed in the training may be located under “Forms.”
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Rural Development Forms

Srries 100 forms Series 400 forms Series 1000 forms

Herins 2000 foremy Suries 3500 farms Swebry 4200 farm

Series 1900 forms

Segies 9000 farms

Lattugg of Depistipestal Forms

l Develegeners Farms

Lamng of Goude and Latter Forms

Series 100 frrms
Al forms m ths secoon e fllable

Form 03301 Hotce of Miscelaneous Oblganons Ne FMI

AD and Other Goy's Forms (RD related snly} Farms and Guide Lotters

Click on “Series 1900 forms” as most of these forms were “Form RD 1980-XX.”

This will simplify the search.
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AR forms & that gection are Elsble

Ferm 1902-07 Finsncial InsStution Sunmary for CES EMI

Eoom 1310:05 Request for Verfication of Employment EMI

1 Appheant Cersicanon Federal Colrction Poberes for Conruner of Conmntred Debts EM]

92207 Aggeairal Fieport for Muin.Uns Hounng FMI

& WonFarm Tract Comparabie Sales Data EMI

rnewer's Apprasal Anslyss EMD

4 Ressberial Appesmsal Revew for Single Farsly Houseg EMJ
2:15 Admirestrative Appraesal Review for Smgle Family Housng EMI
1] Development Flan EMI

2 Deserption of Matecials EMI

Form 1924:03 Service Bulding Specificancns EMI

Form 1924-04 Documentaen for Comtruction CoarplantRequess for Compentation for Constroction Defects FMI

By clicking on “Series 1900 forms” the link will take the lender to the top of the 1900
forms section. Lenders may now scroll down in numerical order to locate the form
they seek.
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Rural Development Forms

Serins 100 forms Series 400 forms Series 1000 forms Serins 1900 forms

Series 2000 formy Seriey 3500 formy Series 4200 formy Series 3000 formy

fforma in Spanish

AD and Dther Gov's Forms (RI related en Forms and Guide Letters

Latng of Deparmental Forms

Listing =f Ginde and Letter Faems

Series 100 Srms

A formt m e peeson me Glable

1 Hetice of Miscelaseous Obbgations Ne FMI

Forms are also available in Spanish if needed.
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‘ LISTSERV: www.rdlist.sc.egov.usda.gov

a
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Lenders are encouraged to sign up for ListServ. ListServ is a FREE email service
that delivers Single Family Housing Guaranteed Loan Program updates to
subscribers via email. Signing up for ListServ is easy!

1. Enter your “Email Address” in the box provided.

2. Select the boxes of the topics you wish to receive updates on: Origination
News, Guaranteed Underwriting System (GUS), and/or Servicing News.

3. Click on “Subscribe.”
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Contact RD

http://eligibility.sc.eqov.usda.gov arantesd Loan Contacts

v IE you ace an mdkvedual mezested in leareing b o apply for 8 USDiA Ruaral Hiuising Singhe Fansly Housing Guurasgerd Loan, please contact i Ageucy
3 ity Suee b badow, Ow repy can groinde yos veth mfbrmeten on te USDA, Smge Fasly Housng Guasanteed Loan

A Rural Housing Single Fa

—— Fro the Seg: Famdy Howring Guarasteed Lows Frogram

At Raghe on Fivtarage 410
¢ M hegtsir i crder 1= vew s peu ae s Seghe Faly e Lean Program, you may also contact an ASEncy represestisve o your

Bestdrwng usig 1ireen State Som the table below. Oar represestativ wil prowds yos wih mformation on bow 10 pasticipate i the USDIA, Segle Fanddy Houring Guarasteed Loan

: resabetion of 102 Progam
N - — E PHONES EXT. FAXS E-MAIL ADDRESS
ame Qe A
el raperty Egibility AF,  |Fares Labfouna (90T1761-T732 ([BOTIT61-TT# [idamouniak usda gov

e pesgraema in e o b shgitie A (2561532- 1677 (25)532-1931 [l @al uda ey
X i, = T — -
SUIENAEE P B4 IS ) 80 LA Fural a1 B4 WS by LISCA, AR |Lerds HicCuin 00200 333 (0113013250 1
45 |osepharse Takens aog33-a308 BT
8408 OF g SL1REN mdulmcnllesm‘olalnmwm! AE Earl Tatlow (602)280. BT {602)280. 8879
Ch__ |enete Joyer (B161714- 1104 [107_|B161718-1118
Y0 comrrine ¥ 8 oA 15 3w i e ey s arw, 1 e Py oty By B o - - - — : —
[T ———— [réshges [CA [Ed Amen (330)226-238% (F30)226-236T
\yoa o Farst A [ete s (5591734-8732 [ 110_[15591732- 3981 [uethe smern gy
Dervicpmant Kan peos ™ Heced
. i CA [Vioet Gomes 7575254 | 106 |(5314924- 7257 [maies gomenifica usda gov
T el of an apol . # 00 e & Spakow Tim58a- 2918 (72005842570 [parree o usda gon
ot 5o of e il wira tafh - =
i Tl e i [CT [ietens Hams (1312934300 [4333 [(413)253 4397 |elrme mamers o s g
D A g ol bt CE _|Stacey Slacum (3021857-3603 028573611 |acey sacumd@ide weda gov
e lef gide FL. Bob Coordeen (332)338-3435 (352)338-343T

e sareen and Men select a Fursl Developmen Loan program

FL  [Roger Tator (352)338- 3435 (352)338- 1437

When searching for a Guaranteed Loan contact, don't forget to visit the nationwide A list of all state contacts will display and includes a name, phone number, fax
eligiblity website. Under “Contact Us” click on “Guaranteed.” number, and email address.
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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)
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THANK YOU FOR SUPPORTING THE
GUARANTEED LOAN PROGRAM!

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)
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