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Chapter 1: Overview
NO REVISIONS

Chapter 2: Record Retention

The original documents may be destroyed once a state has performed a quality control
review to confirm the imaged documents have been scanned and indexed to quality
expectations of accuracy and consistency. When disposing of documents, paper records
will be shredded. The following records will be retained in accordance with Attachment
2-A:

1. Form RD 3555-18/18E “Conditional Commitment for Single Family Housing
Guarantee, ” with conditions, requirements and Lender Certification;

2. Promissory Note;

3. Form RD 1980-19, “Guaranteed Loan Closing Report, ” as applicable (those
lenders electronically submitting loan closings in accordance with Chapter 16
of this Handbook are not required to submit Form RD 1980-19)

4. Loan Application(s);

5. Employment/Income Verifications and Income Determinations;
6. Credit Report(s);
7.

2.3 B: Agency Record Maintenance-
Mortgage Files

NEW: The “E” for an electronic notation
was added to USDA forms as applicable.

Deleted: The requirement to verify
through SAM is a lender responsibility
when submitting a loan approval
application to USDA.
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Form RD 3555-21, “Request for Single Family Housing Guarantee” which+
includes the lender income worksheet(s):

All forms related to the Agency’s environmental review (Forms RD 1940-22,
“Environmental Checklist for Categorical Exclusions, ” 1940-20, “Request
for Environmental Information,” FEMA Form 81-93, “Standard Flood
Determination Form,” etc.);

Uniform Underwriting and Transmittal Summary, the lender’s loan analysis
and approval sheet, or final Guaranteed Underwriting System (GUS)
Underwriting and Findings Report;

10, Form RD 3555-17/17E, “Loan Note Guarantee” and the final Amortization

Schedule attached to the Loan Note Guarantee;

+2:11. Confirmationrequirements under 7 CFR 3555, Section 3555.202 have been

met;

13-12. Appraisal Report(s):

413, Form RD 1922-15, “Administrative Appraisal Review ”;

15.14. National Office waivers, if applicable;

5.15. Final Form HUD-1, “Settlement Statement " ;

17.16. Internal agency Checklist for Origination/Post Closing. See Chapter 15 of this

Handbook;

e Tepdar Teemppe fllepderbeed

19.17. Originationand loan closing lender stack list;

20-18. Any other forms deemed necessary for record retention by the state.

Conditional Commitment
¥ Form RD 3555-18/18E and
O ¥ Ifrequired, conditionsto Form RD 3555-18/18E and
¥ Lender Certification (completed and executed bylender — POST
CLOSING). Lenders who submit closed loans electronicallvin
accordance with Chapter 16 of this Handbock are not subject to
submittal of the Lender Certification.
L] Request for Single Family Housing Loan Guarantee
¥ Form RD 3555-21_with income worksheet completed and
executed by lender and applicant(s)
| | Loan Note Guarantee and Amortization Schedule

¥ Form RD 3555-17 /17E — completed/executed by Rural
Development

2.3 B: Agency Record Maintenance-
Mortgage Files

Clarification: A complete Form RD 3555-21
must include the income worksheet (pages
5-7).

NEW: “E” was added to Form RD 3555-17
to indicate if it was issued electronically by
USDA.

Deleted: The income worksheet becoming
is part of Form RD 3555-21, therefore
“Lender Income Worksheets” was removed
as a separate item.

Attachment 2-A: Minimal Essential
Documents Matrix (Agency Use Only)

NEW: “18E” was added to Form RD 3555-
18 to indicate the form was issued
electronically by USDA.

Deleted: The requirement for USDA to
image results of the SAM check is removed.

Clarified: Form RD 3555-21 must include
the income worksheet to be complete.

NEW: “17E” was added to Form RD 3555-
17 to indicate the form was issued
electronically by USDA.



Chapter 3: Lender Approval

* A State Housing Finance Agency (SHFA). Evidence that a private sector lender
is approved by a SHFA to participate in SHFA programs does not representan

automatic approval to participate in the guaranteed program.

A Lender Review Guide is provided as Attachment 3-B. for use by the Agency. and

\ Quality ControlControl () C) Overview to assist in analyzing the lender’s QC plan is

aA Quality CoentrelControl

Drouded in Attachment 3- C ma%—be—ﬂemd—eﬂ%he%geﬂe&—s—%afe{lem@&%e—a{—

B. Review Circumstances and Factors

New Lender Com

)liam‘e Review,

ATTACHMENT 3-A

LENDER APPROVAL CHECKLIST

ATTACHMENT 3-B
LENDER ELIGIBILITY GUIDE
New Lender/Renewing Lender

Rural Development may review loans

originated. by a newly eligible lender. to ensure compliance with, and
understandmg of, Agencv regulations. Thereafter, the lender will be subjectto a
review provided in Paragraph 3.78 C of this chapter.

3.2: Lender Approval Criteria
A. Approval from Another Recognized
Source

Clarification: Approval with a SHFA does
not yield an automatic USDA lender
approval. Lenders must submit all
requirements of 3555.52 and Attachment
3-A.

3.2: Lender Approval Criteria
B. Approval by Demonstrated Ability
4. Federal Oversight

Deleted: The OTS is no longer a
government office.

3.4: Agency Review

Revision: “Lender Review Guide” is now
Attachment 3-B.

NEW: Attachment 3-C is a Quality Control
Review Guide to ensure plans meet USDA
requirements.

Deleted: The USDA SharePoint address has
been deleted due to future changes.

3.8: Monitoring a Lender’s Origination
and Servicing of Loans
B. Review Circumstances and Factors

Revised: The lender review section is now
located in 3.8 C.

Attachment 3-A: Lender Approval
Checklist

No revisions.

Attachment 3-B: Lender Approval
Eligibility Guide New/Renewing Lender
NEW: This new guide assists USDA to

review and document approved lender
files.



Attachment 3-C
COuality Control Overview

A Reference for Reviewing Quality Control Plang

ATTACHMENT 3-BD

NEW LENDER TRAINING

Attachment €E - SFHGLP LENDER APFROVAL
Rural Development Review

Chapter 4: Lender Responsibilities
NO REVISIONS

Chapter 5: Origination and Underwriting Overview

® Credit. Does the credit record appear to meet the program guidelines described
in Chapter 10? The applicant must have a credit history that demonstrates their
ability and willingness to repay the loan._GUS is unable to accept supplemental
credit reports.

Attachment 3-C: Quality Control
Overview

NEW: This new guide assists USDA to
review quality control plans submitted by
lenders/servicers. Lenders may refer to
this attachment to ensure quality control
plans are complete.

Attachment 3-D: New Lender Training

Revised: This attachment was formerly
Attachment 3-B.

Attachment 3-E: SFHGLP Lender Approval

Revised: This attachment was formerly
Attachment 3-C.

5.2: Requesting a Guarantee
A. Preliminary Determination of Applicant
Eligibility

Clarification: Supplemental credit reports
pulled outside of GUS cannot be uploaded
into GUS.



to obtain a traditional conventional credit loan. Traditional conventional creditis
defined for Agency purposes as:

* The applicant has available personal non-retirement liquid asset funds of at least
20% of the purchase price that can be used as a down payment;

¢ The applicant can, in addition to the 20% down payment, pay all closing costs
associated with the loan:

e The applicant can meet qualifying ratios of no more than 28% PITI and 36% TD
when applying the 20% down payment;

+The applicant demonstrates qualifying credit for such a loan. Qualifyringeredit

* The conventional mortgage loan term is for a 30- year fixed rate loan term
without a condition to obtain private mortgage insurance (PMI).

Assets should never be overvalued as it affects the risk assessment provided by the
automated underwriting system and misrepresents the file presented for a Conditional
Commitment for Loan Note Guarantee. A two month average monthly balance of liquid
assets most accurately represents the true value of the account since accounts, such as
checking accounts often fluctuate significantly during the month from depositto average
monthly balance. The lesser of the two month average balance or actual balance (as
reported on the most recent statement) -trrecalenlatedvalue will be input on the “Assets
and Liabilities” page of GUS_if utilized in the underwriting decision. In lieu of entering
assets in GUS. the lender mav underwrite to the most conservative approach with no
consideration of assets on the “Assets and Liabilities” page and underwriting
recommendation. Refer to Paragraph 9.3 for documentation standards and examples of
calculating the average monthly balance of assets.

F. Omitting Liabilities

If a lender omits an adverse trads line when utilizing GUS and receives an

“Accept” the applicant explanation letters and supportive documentation of adverse trade

lines will be retained by the lender. The “Notes™ section of the “Asset and Liabilities”
page will reflect the lenders basis for omitting the trade line.

5.2: Requesting a Guarantee
A. Preliminary Determination of Applicant
Eligibility

Deleted: Conventional credit guidelines
change often therefore specific credit
details for conventional credit
determination have been removed.

5.3: Utilizing the Guaranteed
Underwriting System (GUS)
E. Cash Reserves

Revised: Assets utilized for reserves should
be calculated as the lessor of the two
month average balance or the actual
balance on the most recent statements.

Clarification: Assets are not required to be
entered on the 1003 or in GUS.

Clarification: Assets must be considered in
the annual income calculation.

5.3: Utilizing GUS
F. Omitting Liabilities

NEW: Liabilities marked “Omit” on the
“Asset and Liabilities” GUS application page
must have the “Notes” data field
completed with an explanation to support
the exclusion of the debt.

Due to this new HB entry as “F”, the
remaining portions of 5.3 have been
revised as applicable.



4.

Lender’s worksheet for documenting eligible household income and repayment
income. The worksheet is part of Form RD 355521, Refer to Chapter 9 for
additional guidance.

Mortgage loan documents will be delivered electronically through the Agency’s
automated system of receiving documents. This is the preferred method. In cases when
the system may be unavailable or a transition to the system is occurring. documents may
be photocopled scanned, emailed, faxed or delivered by regular or express mail ‘[hrough—

&eﬂq—leﬂéefs—lﬁ—e}ee‘efeﬁtet-lﬁte&gh the state general email dell\ ery box It is antlclpated
‘[ha‘[ all lenders will u‘[lllzethe automated method avi allable A—hﬁi—ef—s%a%e—geﬂefal—eﬂ&aﬂ

o o T o

Qﬂgmaﬂeﬂ— The necessityto collectan orlgmalForm RD 3555 2 l is not required.
photocopy, scanned, emailed or faxed Form RD 3555-21 is acceptable.

A

Some data changes do not affect the outcome of an underwriting recommendation.
Once a mortgage loan has been sent to the Agency as a “Final Submit,” the following
data changes do not raquire that the GUS loan application be updated:

. A decrease in loan interest rate

. A decrease in loan amount

. A decrease of mortgage or personal liabilities

. An increase of assets

. The bureau update of a credit report due to the expiration of the credit report

(expires at 120 days prior to loan closing) after a final submit has occurred by
the lender and a Conditional Commitment has been issued: vet prior to loan
closing as long as no adverse impact has occurred that would affect the
outcome of the underwriting recommendation. Lender must retain the

updated credit report in their permanent lender’s case file.

Chapter 6: Loan Purposes

¢ Reasonable Lender Fees. Reasonable lender fees may include an origination fee
and other fees and charges. Lender fees and charges must meet the points and fees
limits published by the Consumer Financial Protection Bureau (CFPB) in the
Federal Registerat 12 CFR 1026.43(e)(3) and cannot exceed those charged other
applicants by the lender for similar transactions such as FHA-insured or VA-
guaranteed first mortgage loans. Payment of other fees, charges, or commissions,
such as finder's fees or placement fees for the referral of a prospective applicant to
the lender or administrative fees charged to the buyer by the realtoris prohibited.
Dlscou:nt pomts as descrlbed in Parag;raph 6.3 of this Chapter Lenderfees

Meﬁgage@%%QM—mle—Ihe SFHGLP up- front guarantee a_nd a_tmual feeis
not included in the three pereentlender fees and charges calculation.

5.3: Utilizing GUS
J. GUS Underwriting Recommendations:
Accept/Eligible

Clarification: Item #4 under GUS Accept
recommendation: The income worksheet
is part of a complete Form RD 3555-21.

5.3: Utilizing GUS
J. GUS Underwriting Recommendations:
Accept/Eligible

NEW: Lenders should submit documents
electronically to USDA.

Deleted: The list of USDA State general
email boxes has been removed from USDA
LINC.

5.3: Utilizing GUS
M: Resubmission Policy

NEW: When the conditional commitment
has been issued by USDA and the credit
report in GUS is expired: Lenders may pull
a new credit report outside of GUS to
ensure there are no new debts, new credit,
increases in liability payments, etc. If there
are no changes, the issued conditional
commitment will remain valid. No release,
correction, or resubmission will be
required.

6.2: Eligible Loan Purposes
C. Reasonable and Customary Expenses
Associated with Purchasing a Dwelling

Clarification: Lender charges and fees
must meet the requirements set forth by
the CFPB. This addition reflects language
that was near the bottom of the paragraph.

Deleted: Lender fee language was deleted
because it was added at the beginning of
this paragraph.

Deleted: Due to changing guidelines, the
specific “three percent” reference was
removed. Defer to current published CFPB
guidelines.



.

6.3

Closing Costs. Closing costs that are reasonable and customary for the area can
be paid for with loan funds. Closing costs cannot exceed those charged other
applicants by the lender for similar transactions such as FHA-insured or VA-
guaranteed first mortgage loans. If the lender does not participate in such

programs, the loan closing costs may not exceed those charged other applicants by

the lender for a similar program that requires conventional mortgage insurance or

a guarantee. There is a six percent limit on the amount of the seller’s contribution

or other interested party, under the SFHGLP. The amount of seller contribution,
or other interested party, must represent an eligible loan purpose in accordance
with this Paragraph. Closings costs and/or prepaid items paid by the lender
through premium pricing are not included in the seller contribution limitation. In
addition, closing costs, including lender fees, may not exceed three percentof the
total loan amount as described in this section under “Reasonable Lender Fees.”
The SFHGLP up-front guarantee fee is not included in the lender fees calculation.

The maximum loan amount, for the stream-lined refinance option, cannot exceed
the original amount of the loan to be refinanced. This option includes financing
the principal amount of the loan be refinanced, current accrued interest, plus a
reasonable customary reconveyance fee plus the guarantee fee up to the original

purchase prineipal of the ameunt ofloan te-be refinanced amount.

Closing Costs and Lender Fees

The lender may establish charges and fees for the refinance loan, provided they
are the same as those they charge other applicants for similar types of transactions.
Lenders and the Agency should make every effort to ensure that applicants are not
being charged excessive fees as part of the new loan. Discount points are aet
eligible to be financed; exceptforlow-income applicants to “buy-down” the
interestrate. In such cases, discount points financed will not exceed two
percentage points of the loan amount and must represent a reduction to the interest
rate.

PROHIRITED LOAN PURPOSES
Guaranteed loan funds cannot be used for any of the following purposes.

¢  Loan Discount Points. Loan discount points, other than to reduce the effective
interest rate, cannot be financed as part of the loan. Heweverlow—incom
applicantsmay-finance discount peintsiftheyare Discount points must be
reasonable and customary for the area and cannot be more than those charged
other applicants for comparable transactions. Permissible discount points financed
may not exceed two percentage points of the loan amount for a non-streamlined
refinance. Any loan discount points and loan origination fees must be itemized
separately on the settlement statementso that the Agency can accurately identify
the amount of the loan used for loan discount points. Loan discount points
representing fees other than to reduce the effactive interestrate, such as to
compensate for a low credit score or low loan amount are ineligible. The lender
must begin with an eligible interest rate prior to reducing the effective interest
rate.

6.2: Eligible Loan Purposes
C. Reasonable and Customary Expenses
Associated with Purchasing a Dwelling

Deleted: Due to changing guidelines, the
specific “three percent” reference was
removed. Defer to published CFPB
guidelines.

6.2: Eligible Loan Purposes

D. Refinance

3. Existing Section 502 Guaranteed Loans
a. Loan Terms and Conditions

Clarification: Streamlined refinance
transactions may not exceed the original
loan amount at the time of purchase.

6.2: Eligible Loan Purposes

D. Refinance

3. Existing Section 502 Guaranteed Loans
d. Closing Costs and Lender Fees

Deleted: Discounts points may be
financed for all applicants (low and
moderate income).

6.3: Prohibited Loan Purposes
e Loan Discount Points

NEW: Discount points may be financed for
all applicants (low and moderate income).
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Eligibilitv and
Underwritin:

= Non streamlined refinance: loans may be originated with the assistance of GUS.

Use of the =  Streamlined refinance: loans may be originated with the assistance of GUS.
Guaranteed =  Reduced de 1on may be submitted for loans receiving an ACCEPT recommendation in
Underwriting GUS. Lenders are required to review the GUS Underwriting Findings Report for a detailed list of
System (GUS) required documentation as quality control messages can flag additional requirements. An

abbreviated file submission includes:

*  An appraisal report, as applicable (not required for a streamlined refinance produet).

+  FEMA Form 086-0-32, “Standard Flood Hazard Determination Form.”

« Form RD 3555-21, “Request for Single Family Housing Loan Guarantee.” The form should
be executed by the lender and borrower(s).

» Income calculation worksheet for household eligibility income and repayment income.

» Copy of the final GUS Underwriting Findings Report.

Eligibility and Underwriting

Closing Costs
and Lender

=  The lender may establish charges and fees for the refinance loan, provided they are the same as
those they charge other applicants for similar types of transactions - such as Federal Housing
Administration (FHA) or Veterans Atfairs (VA).

= Examples of reasonable and customary fees and charges:
» actual cost of the appraisal, inspection or credit reports;

imposed verification charges:

title examination and title insurance fees;

attorney fees:

settlement and recording and/or courier/wire/notary fees:

real estate taxes for establishing an escrow;

test or treatment fees:

document preparation fees (if prepared by a third party); and
» origination fee.

= Lenders and the Apency should make every effort to ensure that applicants are not charged
excessive fees as part of the new loan.

= Discount points may be financed in connection with the new loan request.-when the axisting
o rendiustad holdine A alimite as d inedby

Ieas

isatarbalaw tha low

Appendix § of this Handbook. Also sea:
M

bt Limibilimiaal $ian ¢

- ce ampnusda .
= Permissible discount points financed in accordance with this Chapter will not exceed two
percentage points of the loan amount for a non-streamlined refinance. Financed discount points

must be used to permanently reduce the interest rate.

_Salast€r sae feam th

Chapter 7: Loan Terms and Conditions
NO REVISIONS

Chapter 8: Applicant Characteristics
A. Owning a Dwelling [7 CFR 3555.151 (e)]

An applicant whoowns a dwelling to which they will retain ownership is eligible for
a guaranteed loan to purchase anotherhome if all of the criteria below are met:

The homeowner’s current dwelling is not financed by a Rural Development
guaranteed or direct Section 502 or 504 loan or active grant (the grant agreement
has not expired);

The homeowneris finanecially qualified to own more than one house (theloan
applicant is limited to owning one single family housing unit other than the one
associated with the loan request);

The homeowner will occupy the home financed with the guaranteed loan as their
primary residence throughout the term of the loan.

The current home owned no longer adequately meets the applicants’ need.
Manufactured housing units that are not fixed on a permanentfoundation are
considered functionally inadequate. The determination that the current home no
longer adequately meets the applicant’s needs must include documentation of a
significant status change in the circumstances of the borrowerthat require
immediate remedy. Examples of changes in status could include, butare not
limited to:

Attachment 6-A: Refinancing Rural
Development Mortgages

Clarification: Appraisals are only required
to be submitted to USDA as applicable.

Attachment 6-A: Refinancing Rural
Development Mortgages

NEW: Discount points may be financed for
all applicants (low and moderate income).

8.2: Applicant Eligibility Requirements
A. Owning A Dwelling

Clarification: This addition of “all of the
criteria below are met” reinforces each
bullet must be met to retain a dwelling.

Clarification: Manufactured homes that
are not fixed on a permanent foundation
are functionally inadequate and will not
render an applicant ineligible if they retain
this unit. All costs associated with this unit
must be included in the total debt ratio.



8.2: Applicant Eligibility Requirements

o Severe overcrowding which is defined as more than 1.5 household A. Owning A Dwelling

residents perroom. The room count generallvincludes a living room.
dining room. kitchen. den. recreation room. and bedroom(s). Room
counts do not include the bathroom oran entry hall/fover. Thelender ~ Clarification: Additional language is added
must obtain verification that overcrowding has existed for more than to define “room” for determination of

90 days and will persist for at least nine (9) months into the future. overcrowding.

o The disability orlimited mobility of a permanent housechold resident
that cannot be accommodated without substantial retrofitting of the
current property, e.g., the installation of a ramp, an elevatoror stair-
lift, or extra-wide doors and hallways. Lender must obtain verification
of the change in status, the existing propertydeficiencies, and the
suitability of the new property.

o The applicant is/has relocatinsed with a new employer, or being Clarification: Relocation may be pending
transferred by the current employerto an area not within reasonable or already occurred

and locally recognized commuting distance.

FormRD 3555-21, “Requestfor Single Family Housing Loan Guarantee™ requires 8.2: Applicant Eligibility Requirements
both thelender and the applicant to certify that the applicant is unable to secure credi-  B. Obtaining Credit

from other sources upon terms and conditions which the applicant can reasonably

fulfill. The certification can be made if the applicant does not meet the requirements

to obtain a traditional conventional credit loan. Traditional conventional creditis

defined for Agency purposes as:

s Theapplicant has available personal non-retirement liquid verifiable asset funds Clarification: Assets must have verified

of at least 20% of the purchase price that can be used as a down payment; evidence.

e Theapplicant can, in addition to the 20% down payment, pay all closing costs
associated with the loan;

e Theapplicant can meet qualifying ratios of no more than 28% PITI and 36% TD
when applying the 20% down payment;

+—The applicant demonstrates qualifying credit for such a loan. Qualifinseredit
sigts ofat langt tua aradit huran teada I dinnid as aoraad far - Deleted: Conventional credit guidelines
change often therefore specific credit

details for conventional credit
determination have been removed.

e The conventional mortgage loan termis for a 30- year fixed rate loan term without
a condition to obtain private mortgage insurance (PMI).

If the applicant meets the cumulative criteria of traditional conventional credit, as
defined by the Agency above; the applicantis ineligible for the SFHGLP. NEW: Reminder that lenders verify and

retain evidence regarding eligibility for

It remains the underwriter’s responsibilitv to support the criteria of this Section. . .
conventional credit.

Documentation to support ineligibility for conventional credit will be retained in the
lender’s permanent case file.




Liquid assets for conventional credit down payment purposes typically consist of cash 8.2: Applicant Eligibility Requirements
or cash equivalents. Cash or cash equivalents include funds in theapplicant’s checking B. Obtaining Credit
or savings accounts, or investments in stocks, bonds, mutual funds, certificates of deposit,
and money market funds, unless they were encumbered (pledges as collateral) or
otherwise inaccessible without substantial penalty. Cashequivalents do not includefunds plans/529 plans with penalties to remove
in Individual Retirement Accounts, 401(k) accounts, Keogh accounts, or other retirement . .

. . . . . funds are not considered in the asset

accounts that are restricted and may notbe accessed without incurting substantial . ; .
monetary penalties. Educational college savings plans. suchasa 529 plan. whichincura calculation for conventional credit
penaltyto withdraw. is not considered a cash equivalent. Own_{n_gjland isnotconsidereda  qualification.

liquid asset. Land cannot typically be converted to cash quickly without minimal impact
to the price received and ease in transfer of ownership.

Clarification: Educational savings

s Active duty military applicants. Active dutymilitaryapplicants may beeligible ~8.2: Applicant Eligibility Requirements
for the SFHGLP. They mustoccupy the property as their principal residence. The B. Obtaining Credit
military applicant must express intent to meet occupancy requirements upon
his/her discharge from the service. A military serviceperson who cannot Deleted: Military applicants are not
physically reside in a propertv because thevare on active duty will be considered
to meet occupancy requirements defined in § 3555.10 of 7 CFR 3555 if:

required to provide evidence of their
discharge within one year.

g S-ee
Chapter 9 for add1t1or1al mformatlonon calcu.].atlgcr militaryincome for
repavment of the loan request.

E.Not Having a Suspension or Debarment [7 CFR 3555.151(g)] 8.2: Applicant Eligibility

E. Not Having a Suspension or Debarment
Individuals who have been suspended or debarred from participationin Federal

programs are not eligiblef@r a gugrante&d loan.. Theapproved ler.lder, ortheir agent, is Clarification: Lender systems that check
responsible for sereening the applicant and parties to the transaction on the U.S. General . o )
Services Administration’s (GSA) System for Award Management (SAM. gov) website as SAM in addition to other sites are
part of their eligibility determination of the applicant. Lenders who utilize an automated ~ acceptable.

method that creates a report. similarto a watch list. which performs a check of the SAM

website. will meet the criteria of this check. Additional information regardingparties

ineligible to participate in the SFHGLP transaction can be found in Section 15.2 of

Chapter 15 of this Handbook. The lender will document their permanent file with the

date and screen print of the results of that check. FormRD 3555-21 will document the

lender performed the check. The check should occur prior to the request for commitment

and be no greater than 30 days prior to loan closing, otherwise the lenderwill update their

documentation by performing another check of SAM. Rural Developmentstaffis not

required to rescreen an applicant upon request of a loan guarantee.

Chapter 9: Income Analysis

9.3 ANNUAL INCOME [7 CFR 3555.10] Section 1: Qualifying Income

Annual income is used as the basis for computing adjusted annual income and is 9.3: Annual Income

based on anticipated income for the coming year. Income from all adult household
members, not just parties to the note, must be considered when computing annual Deleted: Reference to Attachment 9-C.
income. This income calculation is utilized to determine the eligibility of the household
for the SFHGLP. Maehmeﬁ@-@eﬁh&&@km—pte%ée&eﬂbeﬁﬁké&&%—h{eh—s@aﬁee&eﬁ
: ) ne—This paragraph
provides additional mfonnatmn to help the lender calculate azmual income properly.

10



Reparation pavments paid by a foreign government arising out of the Holocaust. If any

applicant for an Agency loan was deemed ineligible because the applicant's income
exceeded the low-income limit because of the applicant's Nazi persecution benefits, the
Approval Official Loan should notify the applicant to reapply for a loan.

Deferred periodic pavments of supplemental security income and Social Security benefits

that are received in a lump sum amount or in prospective monthly amounts.

Special-Purpose Pavments. These are payments made to the applicant's household that -+

would be discontinued if not spent for a specific purpose. Payments which are intended to
defrav specific expenses of an unusual nature and which are expended solely for those
expenses should not be considered as income. Examples include. but are not necessarily
limited to, the following:

Medical Expenses. Funds provided by a charitable organization to defray medical

expenses, to the extent to which they are actually spent to meet those expenses.

Supplemental Nutrition Assistance Program (SNAP) (formerly the Food Stamp
Program).

Income received for the care of foster children or foster adults who live in the

household.

Section 1: Qualifying Income
9.3: Annual Income
A. Income that is never counted

Deleted: Foster care payments have been
moved to “Special Purpose Payments” in
9.3.

Section 1: Qualifying Income
9.3: Annual Income
A. Income that is never counted

NEW: The addition of reparation payments
was added to this section from Attachment
9-C.

Section 1: Qualifying Income
9.3: Annual Income
A. Income that is never counted

NEW: Lump sum payments or deferred
payments from Social Security benefits are
excluded from annual income.

Section 1: Qualifying Income
9.3: Annual Income
A. Income that is never counted

NEW: "Special-Purpose Payments” is a new

section and provides guidance for multiple
income types.

11



*  Amounts received by any family member participating in programs under the Workforce
Investment Act of 1998 (29 U.S.C. 2931):
®  Amounts received by a person with a disability that are disregarded for a limited
time for purposes of Supplemental Security Income eligibilityand benefits
because thev are set aside for use under a Plan to Attain Self-Sufficiencv (PASS).
* Amounts received by a participant in other publicly assisted programs which are
specifically for or in reimbursement of out-of-pocket expenses incurred (special
equipment. clothing, transportation. child care, etc.) and which are made solelv to
allow participation in a specific program.

¢ Incremental earnings and benefits resulting to any family members from
articipation in qualifving State or local emplovment training programs (includin

training programs not affiliated with a local government) and training of a family
member as resident management staff. Amounts excluded by this provision must

be received under employment training programs with clearly defined goals and
objectives. and are excluded only for the period during which the family
participates in the employment training program.

¢ Allowances. earnings and payments to AmeriCorps participants under the
National and Community Service Act of 1990 (42 E.S.C. 12637 {d}).

® Payments received on reverse amortization mortgages (these payments are considered a
drawdown on the applicant’s assets).

® Any amount of crime victim compensation received through crime victim assistance (or
payment or reimbursement ofthe cost of such assistance) because of the commissionof a
crime against the applicant under the Victims of Crime Act (42U.S.C. 10602).

*  Any allowance paid under 38 U.S.C. 1805 to a child suffering from spina bifida who is
the child of a Vietnam veteran.

¢ Pavments by the Indian Claims Commission to the Confederated Tribes and Bands of
Yakima Indian Nation or the Apache Tribe of Mescalero Reservation (Pub.L. 95-433).

® Housing assistance pavment (HAP) (HUD’S Housing Choice Voucher Homeownership
Program. sometimes referred to as Section 8 for Homeownership). The HAP is not
included in the household’s annual income for the purpose of determining the income
category in which the household falls or determining payment assistance.

Income Sources Considered for Annual Income. Current income and family
circumstances should be used to estimate the household’s annual income over the coming
12 months, unless there is verifiable evidence of a likely change in circumstances or
historical data does not support currentincome. For annual income. consider income that

is attributable to any household member.

overtime pay, commissions, fees, tips, bonuses, housing allowances and other
compensations for personal services of all adult members of the household. If a
cost of living allowance or a proposed increase in income has been estimated to
take place on or before loan approval. it will be included in the annual income
calculation to determine household eligibility for the SFHGLP.

®  Use the gross amount, before any payroll deductions, of base wages and salaries,

Section 1: Qualifying Income
9.3: Annual Income
A. Income that is never counted

NEW: The addition of Workforce
Investment Act payments was added.

Section 1: Qualifying Income
9.3: Annual Income
A. Income that is never counted

NEW: Additional income types have been
added for clarification.

Section 1: Qualifying Income

9.3: Annual Income

B. Projecting Annual Income for a 12
Month Period

NEW: Documented increases to income for
an adult household member that will occur
on or before loan closing must be included
in the annual income calculation.
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® The income of an applicant’s spouse. unless the spouse has been living apart from Section 1: Qualifying Income

the applicant for at least 3 months (for reasons other than military or work 9.3: Annual Income
assignment). or court proceedings for divorce or legal separation have been B. Projecting Annual Income for a 12
commenced will be included in the calculation of annual income. Month Period

NEW: Guidance for separated spousal
income (formerly part of RD Instruction
1980-D) has been added.

® The net income from the operation of a farm. business. or profession. The Section 1: Qualifying Income
following provisions apply: 9.3: Annual Income
®__Expenditures for business or farm expansion. capital improvements.or - B. Projecting Annual Income for a 12
pavments of principal on capital indebtedness shall not be used as Month Period

deductions in determining income. A deduction is allowed in the manner
prescribed by Internal Revenue Service (IRS) regulations onlv for interest NEW: Guidance for net income from farm
. . . . . - . 7’
aid in amortizing capital indebtedness business, or profession (formerly part of RD

¢ Farm and non-farm business losses are considered "0" in determining .
n . . Instruction 1980-D) has been added.
annual income. A negative amount must not be used to offset other family

income.

® A deduction. based on straightline depreciation. is allowed in the manner
prescribed by IRS regulations for the exhaustion. wear and tear, and
obsolescence of depreciable property used in the operation of a farm,
business. or profession by a member of the household. The deduction must
be based on an itemized schedule showing the amount of straight-line
depreciation.

® Any withdrawal of cash or assets from the operation of a farm. business. or *  Section 1: Qualifying Income
profession, or salaries or other amounts distributed to family members from the 9.3: Annual Income
farm. business, or profession, will be included in income, except to the extent the
withdrawal is for reimbursement of cash or assetsinvested in the operationbyv a
member of the household.

® A deduction is allowed for verified business expenses. such as lodging. meals. and . .
fuel. for business trips made bv salaried emplovees. such as long-distance truck NEW: Guidance for the withdrawal of
drivers, who must meet these expenses without reimbursement. assets and verified business expenses

* For home-based operations such as child care, product sales, and the production of (formerly part of RD Instruction 1980-D)

crafts. housing related expenses for the property being financed such as mortgage have been added. Guidance for home

B. Projecting Annual Income for a 12
Month Period

interest. real estate taxes. and insurance, which may be claimed as business based operations is also included.
expense deductions for income tax purposes. will not be deducted from annual
income.
® Interest. dividends. and other net income of any kind from real or personal Section 1: Qualifying Income
property. including: 9.3: Annual Income
¢ The share received by adult members of the household from income * B. Projecting Annual Income for a 12
distributed from a trust fund. Month Period

*  Anvy withdrawal of cash or assets from an investment except to the extent
the withdrawal is reimbursement of cash or assets invested by a member of NEW: Interest, dividends, and other net
the household. income/asset guidance (formerly part of RD
®  Where the household has net family assets in excess of $5.000. the greater Instruction 1980-D) has been added.
of the actual income derived from all net family assets or a percentage of
the value of assets based on the current passbook savings rate.
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The full amount of periodic payments received from Social Security (including

Social Security received by adults on behalf of minors or by minors intended for

their own support). annuities, insurance policies. retirement funds.

disability or death benefits. and other similar tvpes of periodic receipts. However.
deferred periodic amounts from supplemental income and social security benefits
that are received in a lump sum amount or in prospective monthly amounts are not

counted.

® Pavmentsin lieu of earnings. such as unemployment and disability compensation,

worker’s compensation. and severance pay.
Public assistance unless excluded by law.

Periodic allowances. such as:

*  Alimony and child support awarded by the court in a divorce decree or
separation agreement unless the applicant certifies the payments are not
received, and the applicant provides documentation that he or she has
taken all reasonable legal actions to collect amounts due. including filing
with the appropriate courts or agencies responsible for enforcing payment:
or

* Recurring monetary gifts or contributions from an organization or person
who is not a member of the household.

All regular pay. special pay (except for persons exposed to hostile fire). and

allowances of a member of the armed forces who is the applicant or spouse,
whether or not that family member lives in the home.

Self Emploved Income. Self-employed income will be verified with two

consecutive years of signed Federal income tax returns filed with the IRS
including all applicable attached schedules. Signed business tax returns for the
most recent two years with all applicable schedules, year-to-date profit and loss
and balance statements are required, but are not required to be audited. As an
alternative, the lender may obtain TRS-issued transcripts of the applicant’s tax
returns, as long as the transcripts include the information from all applicable
schedules. In all cases, the lender must obtain sufficient documentation to support
their determination of income. The lender is encouraged to utilize Fannie Mae
Form 1084, “Cash Flow Analysis” and Fannie Mae Form 1088, “Comparative
Income Analysis™ to document a trend analysis for the applicant’s business. A
business with a loss will be considered zero for the annual income calculation.

Section 1: Qualifying Income

9.3: Annual Income

B. Projecting Annual Income for a 12
Month Period

NEW: Social Security,
unemployment/disability and public
assistance guidance (formerly part of RD
Instruction 1980-D) has been added.

Section 1: Qualifying Income

9.3: Annual Income

B. Projecting Annual Income for a 12
Month Period

NEW: Periodic allowances (formerly part of
RD Instruction 1980-D) has been added.

Section 1: Qualifying Income

9.3: Annual Income

B. Projecting Annual Income for a 12
Month Period

NEW: Regular and Special pay types for
military household members (formerly part
of RD Instruction 1980-D) has been added.

Section 1: Qualifying Income
9.3: Annual Income

E. Verification of Income

1. Full Documentation

Clarification: Business losses are

considered “zero” for annual income
calculations.
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Net Family_Assets Income. Documentation of income from net family assets in
accordance with 7 CFR 3555.152(d), must be included in the calculation of annual

income. Lenders utilizing the Agency’s automated underwriting system. GUS,
will verify and document assets as part of the annual income calculationto

determine the eligibility of the household. Income derived from assets.in
accordance with 7 CFR 3555.152(d). will appear on the Eligibility page of GUS.

If populated. the lender is representing they have confirmed assets of the amount
input have been verified in accordance with this Chapter. See Paragraph 9.4 of

this Chapter for calculation and documentation of income from net family assets.

Gift funds provided at loan closing. 1f the gift funds are not verifiedin the
applicant’s account at time of application and the transfer occurs at closing, the
lender remains responsible for obtaining verification that the closing agent
received funds from the donor for the amount of the purported gift and that the
funds came from an acceptable source. Acceptable documentation includes 1) if
the transfer of funds is by certified check, obtain a bank statement to document the
withdrawal from the donor’s account with a copy of the certified check or 2) if the
transfer of gift funds is from a donor purchased cashier’s check, money order,
official check or bank check — obtain a withdrawal document or canceled check
for the amount of the giftto evidence the funds came from the donor’s personal
account or 3) if the transfer of funds was via a wire transfer, obtain a wire transfer

confirmation to verify the settlement agent received the funds from the donor for
the amount of gift. “Cash on hand” is not an acceptable source of funds.

IRS transcripts will assist lenders to validate applicant and adult household income and
assets for many common circumstances that may include but are not limited to:

o  Accuracy of an applicant’s income and tax documentation.

o Accuracy of an applicant’s Social Security number.

®  (Combat morteage fraud.

* Single loan applicants that previously filed a joint tax return.

¢ Applicant’s that have changed jobs/current line of work.

* Recent promotions.

* Compensation structure changes (base to commission, salary versus hourly).

¢ Bonus or overtime compensation that is being received now, but has not in the |
past.

¢ Undisclosed net family assets earning interest.

* Undisclosed self-employment or part-time employment.

* Applicant or household members that do not earn enough income to require the
filing of a federal tax return.

Section 1: Qualifying Income
9.3: Annual Income

E. Verification of Income

1. Full Documentation

Clarification: Use of GUS does not remove
the responsibility from lenders to calculate
asset income for annual income. Income
derived from assets must be entered on the
“Eligibility” GUS application page.

Clarification: Lenders are not required to
enter assets on the “Asset and Liabilities”
GUS application page. Assets entered on
this page must have supporting
documentation in the lender’s permanent
loan file.

Section 1: Qualifying Income
9.3: Annual Income

E. Verification of Income

1. Full Documentation

NEW: Guidance is provided for gift funds
provided via wire transfer.

Section 1: Qualifying Income

9.3: Annual Income

E. Verification of Income

6. Validation of Household Income

NEW: Additional reasons the IRS

transcripts are helpful to validate
household member income are included.
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submission of a request fora condltlonal commitment for loan note guarantee. Thls
could include a “no record” result when a member of the household did not file a tax
return for the vear(s) requested.

Rejected files from the IRS are often a result of incomplete. illegible forms. or miss
matched information when ordering the tax transcript. Lenders are reminded the form
must be fully completed and accurate to avoid rejection.

When the lender is unsuccessful in obtaining the transcripts themselves, the Agency
permits the following alternative method to validating household income in limited
situations. This method is typically utilized when the automated return message from
IRS is due to “limitations”. This type of message usually indicates the tax payer’s tax
return transcript has been flagged by IRS due to possible identity theft.

1. Lender must retain evidence IRS could not fulfill their online request in the
permanent loan file.

(&

The applicant may order their own transcripts and deliver them to the lender.

3. All schedules must be requested by the applicant for the previous two tax vears. If
the applicant has not filed the previous tax vear. request the two vears previous to

the most recent tax filing vear and support the most recent tax filing vear with

verification of previous vear earnings. together with current income verifications as

noted in 7 CFR 3555. § 3555.152 and HB-1-3555 Chapter 9 at Paragraph 9.3.C]

A. Salaries, Wages and Other Forms of Repayment Income

The income of each party to the note must be analyzed to determine whether it can
reasonably be expected to continue. The lendermustnotinguire about the possibilityof
Me—nqa%emﬂ%—lea»e—[ﬂthe applicant intends to retire within the next 12 months, the
repayment income will be the amount of retirement benefits, social security payments,
and other retirement income.

Retirement and Social Security income requires verification from the source (former
employer or Social Security Administration), such as a copy of the current award letter or
Federal tax returns. If any benefits expire within the first three years of the proposed
loan, the income source may only be considered as a compensating factorin lieu of
repayment income. The Social Security Administration benefit verification letter or
equivalent document would specifically state that benefits will expire: otherwise lenders
should treat Social Security benefits as likely to continue.

Section 1: Qualifying Income

9.3: Annual Income

E. Verification of Income

6. Validation of Household Income

NEW: Guidance provided in the SFH
Origination ListServ published June 18,
2015, has been added to clarify IRS results
of “no record,” “rejected,” and those
unavailable due to limitations.

Section 2: Repayment Income

9.10: Stable and Dependable Income
A. Salaries, Wages, and Other Forms of
Repayment Income

Deleted: An erroneous reference to
maternity leave has been removed.

Section 2: Repayment Income

9.10: Stable and Dependable Income

A. Salaries, Wages, and Other Forms of
Repayment Income

6. Retirement and Social Security Income

NEW: Guidance for continuance of Social
Security benefits is included. Reminder:
History of receipt of these benefits must
also be documented for repayment income
consideration.
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®  Long-term current leases. Net rental income, received for 24 months or more, Section 2: Repayment Income
may be considered stable and dependable income for repayment purposes. 9.10: Stable and Dependable Income
Evidence of long term leases will be documented with the most recent two years  A. Salaries, Wages, and Other Forms of
of tax returns (including Schedule E of IRS Form 1040) and a copy of the written =~ Repayment Income
lease agreement executed by the homeowner and lessee. Net rental income is 12. Rental Income
considered the two-year average of total rental real estate income reported on IRS
Form 1040 Scheduled E. A two-year average of depreciationand depletion may
be added back to the net income or loss shown on Schedule E less any monetary
obligations associated with the property not captured on Schedule E (i.e. monthly
principal and-interestpayment-insurance premivms; propertytaxes-homeowner’s
associationduessete:). Positive net rental income is considered as gross income
for repayment purposes. Negative net rental income must be treated as a recurring
liability and not as a deduction from repayment income. The lender must make
certain the applicant still owns the property listed by comparing the Schedule E
with the real estate owned section of the residential loan application.

Clarification: Real estate taxes and
mortgage interest (reflected on the
Schedule E) are not deducted after
depreciation and/or depletion are added
back to the income.

. Pavments for the care offoster children or adults. %he—a%e—ﬂet—e%hefm&e%ela%ed—‘ee Section 2: Repayment Income
9.12: Documenting Repayment Income

Deleted: Foster care payments are
ineligible to be used for repayment income.
Relation to the applicant will not render
these payments eligible.

Attachment 9-C: Annual Income

ATTACHMENT 9-C

Review this document as revised. Guidance
ANNUAL INCOME SOURCES deleted from Attachment 9-C was added

within Chapter 9 to the applicable sections,
as indicated by this resource guide.

Chapter 10: Credit Analysis

loans and loans utlhzmg the Agency’s automatedunderwntmg svstem Loans that 10.1: Introduction
receive an “Accept” underwriting recommendation from the Agency’s automated
unde.r\wit_ing system elimin?ﬂes the need for the lepder to docu:me_:nt the c_redit Clarification: GUS does not validate the
qualification decision. provided the lender has validated the credit score in accordance X i .

with Section 10.5 of this Chapter -asleanapproval requirementsareineorporatedinto-the credit score as required in 10.5. Lenders
automated system’sevaluation. Loans that receive an underwriting recommendation must validate the score.

other than “Accept” may require additional documentation of the lender’s decision for

loan approval. If any applicant is delinquent on a non-tax Federal debt additional

documentation and further evaluation will be required.

10.3 CREDIT REPORT REQUIREMENTS 10.3: Credit Report Requirements

The credit report the lender uses to assist in the assessment of credit eligibility must AR .
) - . " - . Clarification: Credit reports may not be
come from a recognized credit repository and cannot be provided by a creditreporting )
agency that is affiliated with the lender in any way. Credit reports canbe no greaterthan ~ 8re€ater than 120 days old at loan closing.
120 davs old at loan closing. Types of creditreports include:

Refer to new guidance in 5.3 M to verify if
the expired credit report in GUS may
¢ Residential Mortgage Credit Report (RMCR). remain eligible.

s Automated Merged Credit Reports;
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VALIDATING THE CREDIT SCORE TO ESTABLISHING THE APPLICANT’S
CREDIT REFUTATION

Credit scores are an integral part of the risk assessment. Credit scores are used to
underwrite a borrower’s credit reputation. Too little information. or information that is
significantlyinaccurate makes the credit score unusable for underwriting. A usable score
ensures that the credit score is adequately indicative of an applicant’s credit reputation
and to ensure a fair evaluation to applicants in using credit scores to evaluate their overall
creditreputation. If an applicant does not have a usable credit score in connection with
their loan request. then the use of nontraditional credit references 1s acceptable.

For applicants with usable credit scores. the loan can continue to be underwritten
with the automated underwriting system. subject to Section 10.7A of this Chapter. The
automated underwriting svstem does not dvnamicallv validate the credit score used for
the underwriting recommendation. It remains the underwriter’s responsibility.

Applicants without usable credit scores will be manually underwrittento arrive ata
conclusion that the applicant’s credit reputation is acceptable.

A validated score does not wholly indicate that the applicant’s credit reputation is
acceptable. Even if the score exceeds the credit score as indicated in Section 10.7 of this
Chapter. the credit score must be validated and the lender must determine that the

applicants have satisfactorily established the willingness and ability to manage and repay
obligations as agreed.

Once the credit reputation is established. the lender will evaluate the overall
lavering of risk in credit. capacity and collateral.

10.5: Validating the Credit Score to
Establish the Applicant’s Credit Reputation

Clarification: Additional guidance is
provided to remind lenders that a credit
score alone does not indicate an applicant
is an acceptable credit risk.

Clarification: GUS does not validate the
credit score. Lenders must manually
validate the score.

Clarification: Eligible tradeline examples
are provided to validate the credit score.

Clarification: Lenders must validate the
score for every loan file. There is no credit
score “threshold” that would render a
lender exempt from verifying 10.5 is met.

Clarification: When the requirements for
10.5 are met, the lender remains
responsible to ensure the credit history is
positive and shows a willingness to repay
debts responsibly.
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Validating the Credit Score. Twohree or more eligible tradelines are necessary to
validate an applicant’s credit report score. Eligible tradelines consistof credit accounts
(revolving, installment etc.) with at least 12 months of repayvment historv reported on the
credit report. Atleast oneapplicant whoseincome or assets areused for qualification

must have a valid credit reportscore. atleastthreehistorieal

Confirm the applicant has at least twohree eligible tradelines reported to the credit
bureau. The tradeline mav be open. closed and/orpaid in full by the applicant. Eligible
tradelines include:

e TLoan (secured or unsecured); -

such as automobile. recreational vehicle. or studentloans):

® Credit card (offered by banking institutions. commercial enterprises and

individual retail stores. Consumers make purchases on credit and if payvment
is made within a stipulated period of time. no interest is charged):

® Collection (an account wherebv an original creditor transfers an unpaid.

delinquent balance to a collection agency to retrieve anv monies owed):

® Charge-off (is the declaration by a creditor that an amount of debt is unlikelv

to be collected)

1) Authorized user accounts may not be considered in the credit score and credit

reputation analvsis unless the applicant provides documentation that they have
made payments on the account for the previous 12 months prior to applicatior]

The following are not considered an eligible tradeline to validate the credit score:

* Public records such as bankruptcies, tax liens. and judgments that appear on
the credit report are not considered an extension of credit and therefore not
included in this credit analysis step.

* Disputed accounts are not considered in the credit score and are not

validatethecreditscore—A credit score can be generated if a repository’s file includes
onlv one tradeline, however. the lender must notuse any score based on fewer than
twothree tradelines. Ifnetenthe credit report cannotestablish the required number of
eligible tradelines to validate the credit score, establish a minimum payment history
through use of'a non-traditional report as explained in Paragraph 10.6 of this Chapter. A
combinationofeligible tradelines reported on the credit report and eligible non-
traditional tradelines may represent the minimal number of tradelines necessarvto
validate the credit score. Non-traditional credit may notbe used to enhance poor payment
records or low credit scores.

10.5: Validating the Credit Score to
Establish the Applicant’s Credit Reputation

NEW: A minimum of two eligible tradelines
are required to validate the credit score.

Clarification: Eligible tradelines must have
12 months of repayment history. The
tradeline may be open, closed, or paid in
full. Do not base eligible tradelines on a
recent 12 month history. Historical
tradelines are eligible as well.

Clarification: Examples of eligible
tradelines to meet 10.5 are provided.

NEW: Authorized user accounts may be an
eligible tradeline to meet 10.5 if the
applicant has made the payments for the
previous 12 months.

10.5: Validating the Credit Score to
Establish the Applicant’s Credit Reputation

Clarification: Examples of ineligible
tradelines to meet 10.5 are provided.

10.5: Validating the Credit Score to
Establish the Applicant’s Credit Reputation

Clarification: A reported credit score does
not validate the score per 10.5.

NEW: If less than two eligible tradelines
are documented on the credit report,
additional nontraditional tradelines may be
verified to meet the cumulative total of two
(or three if rent is not applicable).
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Validating GUS credit scores. Loans underwritten with the assistance of the

Agency’s automated underwriting system that receive an “Accept” recommendation are

also subject to the credit score validation of this Paragraph. A-trade lineina decumented

validate creditscoresused by GUS will requirel GUS applications receiving an
“Accept” underwriting recommendation. that fail to meet the credit score validation test
using a traditional credit report. enderste-must be downgraded an“Aceceptunderwriting
recommendationto a “Refer” by the lender. In these instances and-establishminimum
paymenthistory throushthe use of a non-traditional credit history will be required.
report:

10.6 OBTAINING NON-TRADITIONAL CREDIT HISTORY

Some applicants may not have an established credit history, but credit verified
through alternative sources may indicate a willingness to pay recurring debts. Neitherthe
lack of a credithistory on a traditional credit report nor the applicant’s decision to not use
traditional credit can be used as a basis for rejection. For this tvpe of applicant. the lender
will utilize alternative credit verification to establish the applicant’s willingness to repay
the requested loan. The alternative credit tradeline mavbe open. closed and/or paid in
full by the applicant. It must have at least 12 months of repayment history reported to be a
valid alternative source to support validation of a credit Ferthese-applicants thescore.
The lender may develop a Non-Traditional Mortgage Credit Report (NTMCR). A
NTMCR may be used as a substitute for an RMCR or MMCR/TRMCR. An NTMCR
may not be used to offset derogatory references found in the applicant’s RMCR or
MMCR/TRMCR; it should not be utilized to enhance the credit history of a applicant
with a poor paymentrecord or to manufacture a credit report for a applicant without a
verifiable credit history.

The preferred method is all nontraditional credit references be verified by a credit
bureau and reported back to the lender as a nontraditional mortgage creditreport in the
same manner as traditional credit references and uploaded into GUS. Supplemental
creditreports cannot be uploaded into GUS. See Section 5.2A of Chapter 5 of this
Handbook] for additional guidance.

Ifa NTMCR is impractical, or such a service is unavailable, a lender mav choose to
obtain independent verification of tradereferences. TwoThree trade references are
required when at least one of the trade references includes verification of rental housing
pavments or morigage loan pavments. [funavailable, at least threefeus trade references
must be used to determine if an applicant has a sufficient credit history. Traditional
tradelines. with al2 month pavment historv listed on the credit report. can be combined
with eligible nontraditional tradelines to obtain the required number of tradelines noted in

this paragraph.

10.5: Validating the Credit Score to
Establish the Applicant’s Credit Reputation

Clarification: A section has been added to
address GUS loans. A manual downgrade is
required if at least one applicant cannot
meet the requirements of 10.5.

10.6: Obtaining Non-Traditional Credit
History

Clarification: No credit history is
unacceptable. At least one applicant must
provide evidence of the required number
of traditional and/or nontraditional
tradelines.

Clarification: Nontraditional credit verified
on a traditional credit report may be
uploaded into GUS.

Clarification: Supplemental credit reports
obtained outside of GUS to support debt
obligations that are not reported on the
credit report in GUS are ineligible.

10.6: Obtaining Non-Traditional Credit
History

NEW: The required number of
nontraditional tradelines has been reduced
when applicable.

Clarification: Eligible traditional tradelines

may be supplemented with nontraditional
tradelines for eligibility when applicable.
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Acceptable nontraditional trade-line sources include an-openand recent 12-month
payment record ofthe following:

Rent payments;

Utility payment records (if utilities were not included in any rent payments) such
as gas, electricity, water, land-line home telephone service or cable TV

Insurance payments (excluding those premiums paid through payroll deductions.
for example - emplovee group health plans) such as medical (other thanthose
providedas an emplovee benefit through salary), automobile, life and household,
or renter’sinsurance. Insurance premiums paid other than monthly. such as
guarterly or annuallv. will require documentation that meet a fiull 12 months
historvofpavment;

Payments to child care providers—made to a business providing such a service;
School tuition;

Payments to local stores (department, furniture, appliance and specialty stores);
Payments for the uninsured portions of any medical bills;

Internet/cell phone services;

s Automobileleases;

* A personalloan from an individual (other than a family member) with repayment
terms in writing and supported by cancelled checks or money order receipts to
document repayment;

e A documented 12-month historyof saving by regular deposits (at least
quarterly/non-payroll deducted/noNSF checks reflected), resultingin a reserve
account equal to three months of proposed mortgage payments (PITI)as a cash
reserve post-closing; or

e Anyotherreference which gives insight into theapplicant’s willingness to make
periodic payments on a regular basis for credit obligations.

Payments made to relatives for credit sources areineligible as a non-traditional trade

reference.

For this section a recent accountis defined as an account which was closed no more

than six months from the guaranteed loan application with the lender.

not higher and can assist the lender in identifving credit factors that need to be addressed

Accompanving reason codes with reported credit scores indicate why a credit score is

in determining the applicant has an acceptable credit reputation.

For manuallv underwritten loans or loans underwritten with the assistance of the

10.6: Obtaining Non-Traditional Credit
History

Deleted: Nontraditional tradelines do not
have to be open at the time of loan
application.

Clarification: Insurance and premium
payments made through payroll deductions
are not eligible nontraditional tradelines.

NEW: Insurance premiums, paid by the
applicant on a quarterly, bi-annual, or
annual schedule are eligible nontraditional
tradelines.

NEW: A nontraditional tradeline is
“recent” when closed no more than 6
months prior to loan application.

10.7: Credit Scores

NEW: Reason codes provided by credit
bureaus may assist lenders to identify
credit issues.

Agency’s automated underwriting tool, GUS. the lender must satisfactorily establish the

applicant’s willingness and ability to repay and manage obligations in accordance with 7
CFR 3555 and this Handbook. A-ereditscereinitsselfdoesnotindicatethatthe

Clarification: Manual and GUS loans must
have the credit history reviewed by the
underwriter. The credit report will
document if the applicant exhibits a
positive history of handling their debt
obligations.

Deleted: Credit reputation language in
conflict with 10.5 was removed.
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A. Acceptable Credit Scores for Manually Underwritten Loans

Underwriting manually with validated credit scores. The lender must performa
detailed review of all aspects of the applicant’s credit history. Credit scores will be
utilized to underwrite manually underwritten loans. Applicants with validated credit
scores (See Section 10.5 of this Chapter) of 640 or greater meet the minimum credit
reputation provided thefellewsingindicators of unacceptable credit, as addressed below.
are not present in the applicant’s credit filez, The presence of collections. charge-offs.
judgments, disputed accounts. authorized user tradelines and payment shock in the credit
analysis, as described in this Chapter, may require further evaluation and documentation
by the lender.

Refer to Attachment 10-B and Section 10.8 for guidance when considering granting
an exception for extenuating circumstances to the credit standards set forth in this

Chapter.

etermining the credit score for manual underwriting.

o [fthe applicant’s credit report has three scores. the middle score should be
used as the representative score.

¢ If the applicant has two scores, the lower of the two should be used as the
representative score.

* If the applicant has a repeating score. that score will be utilized.

¢ Tf the applicant has one score, a NTMCR must be developed for manually
underwritten loans. Each applicant must be evaluated separately.

Indicators of unacceptable credit. The following indicators require documentation

meeting the criteria of Section 10.8 to approve an applicant’s loan request for manually
underwritten loans:+

e Foreclosure within 3 years:

= Including pre-foreclosure activity, such as a pre-foreclosure sale or short sale
in the previous 3 years (referto Attachment 10-B for additional guidance);

* Bankruptcy within 3 years:

® Chapter 7 bankruptcy discharged in the previous 3 years;

=¢ An elapsed period of less than 3 vears. but not less than 12 months. may be:
acceptable if the applicant meets the criteria of Section 10.8 of this
Chapter.

® Chapter 13 bankruptcy that has yet to complete repayment (repayment plan in

progress) or has completed payment in the most recent 12 months.

=¢ Plans that are completed for 12 months or greater do not require a credit
exception in accordance with Section 10.8;

e Late mortgage payments|if any mortgage trade line during the most recent 12
months shows 1 or more late payments of greater than 30 days.

¢ Late rent payments paid 30 or more days late within the last 12 months.

10.7: Credit Scores
A. Acceptable Credit Scores for Manually
Underwritten Loans

NEW: Guidance is provided for manually
underwritten loans. GUS loan guidance is
in 10.7 B.

Clarification: Credit scores used for
underwriting must be validated per 10.5.
There is no credit score “threshold” or
minimum credit score that removes the
requirement from the lender to validate
the credit score.

Clarification: Adverse credit requires
consideration and explanation. Refer to
Attachment 10-B and Section 10.8 for
guidance if adverse credit is present.

Clarification: Guidance to select the
applicable underwriting score is provided.

10.7: Credit Scores
A. Acceptable Credit Scores for Manually
Underwritten Loans

Clarification: The guidance in this section
is for manually underwritten loans. Refer
to 10.7 B for GUS loans.

Clarification: If an underwriter determines
a credit waiver is appropriate for the loan
file, documentation must be retained to
meet 10.8.

Clarification: Foreclosures within 36
months (including short sales), refer to
Attachment 10-B (as revised).

Clarification: Chapter 7 bankruptcies
discharged for 12 months or more may be
eligible if 10.8 is met.

Clarification: Chapter 13 bankruptcies

completed for 12 months or more do not
require credit exceptions under 10.8.
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Lender actions when indicators of unacceptable credit are present on manually

underwritten loans. Evenwhen the creditscore exceeds 640 the lender must determine

reputation:_When indicators of unacceptable credit are present and the lender proposes to
approve a credit exception. the lender will referto Section 10.8 of this Chapter to
determine if an exception to credit can be granted. A lender is required to obtain
documentation to support an approval of the loan request. based upon the criteria of
Section 10.8. Documentation will be retained in a lenders permanent loan file.

Low credit score loan requests. A credit exception with supportive documentation

confirming the circumstances leading to derogatory credit that attributed to the low credit
score is required for all loans receiving a credit score of 639 or below. Circumstances

must meet criteria, as outlined in Section 10.8 of this Chapter to be eligible for a credit
exception. Loans with credit scores of 580 or below should not be approved.

Lender actions when inaccurate information is reported. Credit trade-lines that list the
applicant as an “authorized user™ cannot be considered in the underwriting decision
unless another applicant in the mortgage transaction is the owner of the trade-line. or the
owners of the trade-line is the spouse of an applicant. or the applicant can provide
documented evidence that thev have made the pavments on the authorized user account
for 12 months preceding application. Refer to Section 10.12 of this Chapter for further

guidance.

Lender actions when collections are reported. Lenders will follow guidance in

Section 10.9 when collections are reported on the credit report

Lender actions when judgments are reported. Lenders will follow guidance in Section
10.10 when judgments are reported on the credit re'oortA'o'ollcants who have
outstanding Federal judgments (other than IRS) that are open and unsatisfied are
ineligible for the SFHGLP. Applicants who have an IRS tax debt are ineligibleifa
repavment plan is not underway. If a repayment plan is underway, the lender will
determine if the repavment plan meets the criteria of a credit exception in accordance
with Section 10.8 of this Chapter.

10.7: Credit Scores
A. Acceptable Credit Scores for Manually
Underwritten Loans

Clarification: Credit waivers must meet
10.8, and the documentation must be
retained in the lenders permanent file.

10.7: Credit Scores
A. Acceptable Credit Scores for Manually
Underwritten Loans

NEW: Low scores (639 and below) require
evidence of 10.8. Credit scores of 580 and
below should not be approved.

10.7: Credit Scores
A. Acceptable Credit Scores for Manually
Underwritten Loans

Clarification: Reminder of requirements
for an authorized user account to be
eligible for consideration.

10.7: Credit Scores
A. Acceptable Credit Scores for Manually
Underwritten Loans

Clarification: Collections must meet 10.9.

10.7: Credit Scores
A. Acceptable Credit Scores for Manually
Underwritten Loans

Clarification: Judgments must meet 10.10.

Clarification: Outstanding Federal
judgments (other than IRS) render an
applicant ineligible.

Clarification: IRS debts in repayment must
continue to meet 10.8. The absence of a
repayment plan to the IRS renders an
applicant ineligible.
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Lender actions when disputed accounts are reported. Lenders will follow guidance in

Section 10.11 when an applicant has disputed tradeline references.

Obtaining rental history for manually underwritten loans. Lenders will follow Section

10.13 for guidance in obtaining rental history for manually underwritten loans. Loan
requests with validated credit scores of 680 or greater are not subject to rental verification

for manually underwritten loans.

Underwriting with no credit score. The use of non-traditional credit references as
describedin Section 10.6 of this handbook is acceptable if the applicant does not have a
credit score, OR. the credit score cannot be validated in accordance with Section 10.5 of
thig Chapter. If the required number of traditional or nontraditional tradelines cannot be

documented. the loan is ineligible.

10.7: Credit Scores
A. Acceptable Credit Scores for Manually
Underwritten Loans

Clarification: Disputed accounts must
meet 10.11.

10.7: Credit Scores
A. Acceptable Credit Scores for Manually
Underwritten Loans

Clarification: Refer to 10.13 for rental
verification. Validated credit scores of 680
or greater do not require verifications for
rent.

10.7: Credit Scores
A. Acceptable Credit Scores for Manually
Underwritten Loans

Clarification: If an applicant does not have
an eligible credit score, or a validated credit
score, the lender must document a
nontraditional credit per 10.6.

Clarification: The loan is ineligible if an
acceptable credit history and/or an eligible
validated credit score are not documented.

10.7: Credit Scores
A. Acceptable Credit Scores for Manually
Underwritten Loans

Deleted: The primary wage earner does
not have to be the primary applicant.

Relocated: Authorized user information,
credit score selection, and adverse credit
information has been moved to alternate
locations in the HB.
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The lenders evaluation and conclusion that the credit reputation is acceptable, The
lender’s underwriting decision to approve a mortgage must be based on an overall
evaluation of the risks documented in the mortgage file. Underwriters must consider the
entire credit profile of each applicant and not approve a loan based upon a single
component. The lender mav consider the strength of some components against the
weakness of one component to arrive at a conclusion. The lender must document the
evaluation in the lender’s permanent mortgage file. Whenever there is evidence of
lavered risk. more conservative underwriting standards must be utilized.

B. Acceptable Credit Scores for Automated Underwriting—with-Credit-Seores

The Agency’s automated underwriting system will determine the applicable score
when developing an underwriting recommendation and may utilize a single score. The
credit score utilized by GUS represents the overall credit reputation risk for the loan
transaction. Indicators of unacceptable credit. as described in Section 10.8A above are
already considered in the risk evaluation considerad by the automated underwriting
system when rendering an underwriting recommendation. The underwriting score is
located in the “Credit Report” section of the GUS Underwriting Findings Report.

Validating the credit score utilized by GUS. GUS credit scores are subjectto
validation to ensure a usable credit score is utilized for underwriting. This will ensure
both the score is adequately indicative of an applicant’s credit reputation and fairness to
the applicant in using credit scores to evaluate their overall creditreputation. Lenders
will follow Section 10.5 of this Chapter to ensure the credit scores are usable in the

underwriting analysis. GUS does not dynamically complete this step.

Downgrading an “Accept” Underwriting Recommendation. The lender mav down

grade the underwriting recommendation even when minimal requirements are met and an
“Accept” underwriting recommendation is received. based upon their business rules and

regulations, which mav represent a more conservative approach.

10.7: Credit Scores
A. Acceptable Credit Scores for Manually
Underwritten Loans

NEW: Reminder: Lenders must base the
loan approval decision from their review of
all loan documentation, credit, etc. A
strong credit score cannot compensate for
other risk layers associated with the loan.

10.7: Credit Scores
A. Acceptable Credit Scores for Manually
Underwritten Loans

Relocated: The deleted portions have been
moved to other sections of 10.7 A for
manually underwritten loans and 10.7 B for
GUS loans.

10.7: Credit Scores
B. Acceptable Credit Scores for
Automated Underwriting

NEW: This section addresses credit scores
and adverse credit when the loan is
underwritten with the assistance of GUS.

Clarification: GUS considers the adverse
credit in 10.8 as part of the underwriting
recommendation.

Clarification: Applications processed in
GUS require credit score validation by the
lender. GUS does not validate the credit
score.

Clarification: Lenders may need to
downgrade a GUS Accept underwriting
recommendation. Specific examples are
included to help assist when the
downgrade is required.
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The following represent examples when a lender will downgrade an “Accept” 10.7: Credit Scores
underwriting recommendation to a Refer and manually underwrite. A request for B. Acceptable Credit Scores for
conditional commitment occurs in GUS when a lender performs a final submittal on the Automated Underwriting
credit and underwriting page.

* Unable to validate the credit score. The underwriting score locatedinthe - NEW: Guidance is provided to determine
Credit Report section of the GUS Underwriting Findings Report cannot be when a GUS Accept must be downgraded
validated. Non-traditional credit must be utilized to support the credit to a Refer.

reputation of the applicants. Refer to Section 10.5 to validate credit scores,

*  Manually input liabilities. Accounts that have been manually input into the
liabilities section of GUS and do not appear on the credit report have not had
the opportunity to be considered in the credit evaluation by GUS. This will
require an “Accept” underwriting recommendation to be downgradedto a
“Refer.” Exceptions to the downgrade include manual entry of child support.

alimony or garnishments from the applicant’s salary. Credit supplements
obtained outside of GUS may not be used to verifv debts to retain an “Accept”

recommendation.

. isputed accounts. Disputed accounts as further outlined in Section 10.11 of

this Chapter may require a manual down grade of an “Accept” underwriting
recommendation.

»  Authorized user accounts. Tradelines that are authorized user accounts that do

not meet the criteria as outlined in Section 10.12 of the Chapter may require a
down grade of the an “Accept” underwriting recommendation.

* Potential derogatory or contradictory information. If the lenderis aware of
any potential derogatory or contradictory information that is not any part of the
data submitted to GUS or if there is any erroneous information in the data
submittedto GUS. GUS will evaluate credit for significant credit indicators
such as bankruptcy discharges. foreclosure sales, Deed-in-Lieu (DIL) of
foreclosure and late mortgage payments. A lender must independently review
information regarding the following:

NEW: Guidance is provided for pre-
foreclosure sales (short sales) that occurred
within the previous three years.

= Pre-foreclosure sale. A pre-foreclosure sale (short sale) transfer
occurred within three yvears of the request for conditional commitment.
Refer to Attachment 10-B for further guidance.
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10.8 CREDIT EXCEFPTIONS

Credit history problems do not always reflect an unwillingness to meet financial
obligations. If the lender believes that the applicant is creditworthy, the lender should
document on the underwriter’s analysis the reasons that an exception is justified.
Exceptions should be made only in the following types of situations._Attachment 10-B of
this Chapter can assist lenders with their credit decision.

10.9 COLLECTION ACCOUNTS

Collection accounts are factored into the credit score. Collection accounts will be
considered in the analysis of creditand capacity.

loan, the lender must document mitigating circumstancesin accordance with Section 10.8
of the Chapter. subject to the capacity analysis described below. reasensfor approving a
loan request when collection accounts are present and remain unpaid. The preferred
method to document a lender” decisionto leave collections unpaid is the underwriting
analysis. For each outstanding collection account, the applicant must provide a letter of
explanation together with documentation supporting the applicant’s justification. The
supporting documentation and explanation must be consistent with other credit
information in the file.

10.7: Credit Scores
B. Acceptable Credit Scores for
Automated Underwriting

Deleted: The language that refers to

manually underwritten loans has been
relocated to 10.7 A.

10.8: Credit Exceptions

Clarification: Refer to Attachment 10-B for
guidance on credit exceptions.

10.9: Collection Accounts

Deleted: This language was removed and
relocated under guidance for manually
underwritten loans.

10.9: Collection Accounts

Clarification: Manually underwritten loans
with collections are addressed. If the loan
is approved with this adverse credit, 10.8
must be met.
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Collections reported for the automated underwriting system — GUS “Accept”. For

loans underwritten with the assistance of GUS when an “Accept” recommendationis
received. lenders remain responsible for considering the existence of unpaid collections
and the history of the collection accounts in the final credit analysis and loan making
decision, subject to the capacity analysis described Ferleansunderwrittenwith- GUS;
abelow. A letter of explanation or documentation supporting the presence of unpaid
collections is not required when the underwriting recommendation is an “Accept.Z The
lender will document reasons for approving a loan request when collection accounts
remainunpaid. The preferred method to record the lenders analysis/reasons for
approving the loan is to document their justification on the credit liability line under
“notes™ on the “Assets and Liabilities” page beside each individual collection.

open collections could affect the future ability of an applicant to repay a mortgage when
creditors pursue collection. Ensure all collections and charge-offs are listed on the loan
application as a liability. Collections meeting the omissionpolicy noted below can be
omitted from the total debt to income ratio. Additional documentation is not required to
omit those collections meeting criteria below.

2) Remove all medical collections and all types of charge off accounts from the total
balance. Medical collections and charge off accounts must be clearly identifiable
on the credit report.

10.10 NON—FEDER_-LL] JUDGMENTS

The presence of court-erdered-ordered non-Federal judgments must be considered in
the credit analysis. Unpaid judgments may represent an applicant’s disregard for credit
obligations. Lenders must document reasons for approving a mortgage when the
applicant has judgments. Usually judgments are paid in full prior to loan eligibility.

The following is applicable to all underwriting types.

1)  Open and unpaid non-federal judement. Non-federal judgments that are open and-

unpaid are ineligible for SFHGLP.

2) Exception to open and unpaid judgment — repayment plan underway. An
exception to payment in full of outstanding judgments can be made when the
applicant(s) have a payment arrangement with the creditor and have made regular
and timely payments for the three months prior to loan application. Prepaying
scheduled payments as a means of meeting minimum requirements is
unacceptable. Lenders will obtain a copy of the payment agreement and validate
payments have been made in accordance with the payment agreement. The

payment agreement will be included in the debt-to-income ratio.

Unless precluded by state law, judgments of a non-purchasing spouse in a community
property state will be paid in full or meet the exception guidance provided in this
Paragraph.

Note: With the exception of an IRS tax debt with a repayvment plan underwayv, an
outstanding Federal judgment that is open and remains unsatisfiedis ineligible for the
SFHGLP.

10.9: Collection Accounts

Clarification: GUS Accept loans must
ensure the lender has considered the
adverse credit as part of their loan
approval. A GUS Accept is not a substitute
for prudent underwriting.

10.9: Collection Accounts

Clarification: Every open liability on the
credit report must be on the 1003 loan
application and/or “Asset and Liabilities”
GUS application page. Lenders may omit
debts as applicable.

10.9: Collection Accounts

Clarification: All charge off accounts are
eligible to be deducted from the total
adverse credit balance for the capacity
analysis.

10.10: Non-Federal Judgments

Clarification: This section was clarified for
non-Federal judgments. Federal judgments
are in Attachment 10-B.

Clarification: For all underwriting types,
open and unpaid non-Federal judgments
render the loan ineligible. Exception:
Judgments with repayment plans
underway.

Clarification: Outstanding Federal
judgments (excluding IRS tax debts with
repayment plans underway) render the
loan ineligible.
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10.11 DISPUTED ACCOUNTS

Disputed accounts on an applicant’s credit report are not considered in the credit
score.

Manually underwri ans. For manually underwritten loans, all disputed accounts
with outstanding balances/pavments must have a letter of explanation and documentation
supporting the basis of the dispute. Those debts that have been excluded from the debt
ratios must have evidence in the permanent loan file to support a justifiable dispute.
Evidence may include correspondence form the applicant/their attornev to the creditor.
The|lender is responsible for analyzing the documentation presented and confirming that
the explanation and supporting documentation are consistent with the creditrecord during
the underwriting analysis.

Automated Underwriting System —GUS “Accept’. Loans underwritten withthe
assistance of GUS that receive an underwriting recommendation of “Accept”™ will be
downgraded to a sranual “Refer” and manually underwritten unless the following

conditions are met on the creditreport:

1) The disputed trade line has a zero dollar balance.
2) The disputed trade line is marked “paid in full” or “resolved.”

3) The disputed trade line has a balance owed of less than $500 and is more than
24 months old.

Loans downgraded for failure to meet any of these conditions are subject to a manual
review and require the submission of the complete underwriting case file.

10.12 AUTHORIZED USER TRADE LINES

The lender must review credit report trade lines in which the applicant has been
designated as an authorized user in order to ensure that any open trade lines are an
accurate reflection of the applicant’s credit history. Closed authorized trade lines require
no consideration. An authorized user account that is classified as “terminated” on the
creditreport is equal fo a closed trade line.

Manually underwritten loans. Lenders must ensure open authorized user tradelines

reported on the credit report are an accurate reflection of the applicant’s independent
approach to creditrepavment and credit history.

Automated Underwriting System — GUS “Accept”. For loans underwritten with the
assistance of GUS that receive an underwriting recommendation of “Accept” and are

trade lines, the lender will obtain evidence of one the following:

1)2)  The trade line(s) in question is owned by another applicant on the
mortgage loan application.

IlJ
F)-J

The owner of the trade line is the spouse of an applicant.

234)  The applicant has made payments on the account for the previous 12

months prior to application.

In the event one of the conditions cannot be met, an underwriting recommendation of
“Accept” must be downgraded to a “Refer” and the file must be manually underwritten.

10.11: Disputed Accounts
Clarification: Guidance is provided

individually for manually underwritten and
GUS loans.

10.12: Authorized User Tradelines

NEW: A “terminated” authorized user
account on the report is considered closed.

Clarification: Guidance is provided

individually for manually underwritten and
GUS Accept loan files.
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10.13 RENT I-]ISTORYI

Manually underwritten loans. Some first time homebuyers do not have a verifiable

housing or rent payment history. In such cases, a rent history is not required. If the
applicant’s and co-applicant’s credit score is under 680 and the applicant(s)/co-

Automated Underwriting Svstem — GUS “Accept”. Loans underwritten with GUS
that receive an “Accept” underwriting recommendation are not subject to verification of
rent or housing history._Lenders who enter the rent pavmentunder current housing
expense on the Combined Monthly Housing Expense section of the Income and Expenses
page of GUS are not subject to rental verification if an “Accept” underwriting
recommendation is received. If a loan is manually down-graded to a Refer and requiresa
manual underwrite: the applicant pavs rent: and the credit score is below 680, rental
verification will be required.

Manually underwritten loans. Payment shock by itself (without the presence of

other risks) is not an additional risk layer. Payment shock is a risk layer for underwriters
to consider when the PITI ratio exceeds 29% and the proposed mortgage paymentis
100% or greater than current housing expense. Payment shock is not a risk layer and

requires no further supportive documentation if the PITI ratio is 29% or less.

In cases where payment shock is 100 percent or higher and qualifying PITI ratios are
exceedad as noted above, as well as in cases where the applicant did not have a housing
expense prior to purchasing a home, no additional risk layering (such as adverse credit
waivers, debt ratio waivers, or temporary buydown) should be allowed without strong
compensating factors. Acceptable compensating factors include, but ara not limited to,
the following examples:

* The applicant(s) has an ability to accumulate savings or cash reserves:
* The applicant(s) has a demonstrated conservative attitude toward using credit;

* The applicant(s) has potential for increased earnings, as indicated by job training
or education in the applicants profession;

¢ The applicant(s) has a representative credit score of 680 or higher.
. Automated Underwriting Svstem — GUS “Accept”. Payment shock is part of the

underwriting risk evaluation and is not subject to further evaluation or documentation
unless disclosed in the GUS Underwriting and Findings Analvysis.

The Agency’s automated underwriting system will retrieve credit reports for
applicants only. Therefore, lenders must obtain an acceptable credit report outside of the
system. Liabilities for a non-purchasing spouse should be entered on the “Asset and
Liabilities” page in the liability section. When recording the debt, lenders should
reference the liability as a non-purchasing spouse debt in the “Notes™ data field of the
credit liability line. Lenders will retain a copy of the non-purchasing spouse credit report
in their permanent mortgage file. Submit a copy to Rural Development when requesting
a commitment for Loan Note Guarantee. Loans that received an “Accept” in the
Agency’s automated underwriting system. GUS. do not require a downgrade to “Refer”
when manually inputting and capturing the debts of a NPS.

10.13: Rent History

Clarification: Guidance is provided
individually for manually underwritten
loans and GUS Accept loan files.

10.13: Rent History

Clarification: Rent entered on the “Income
and Expenses” GUS application page with
an Accept underwriting recommendation
will not require verification unless the file is
downgraded to a Refer and the validated
credit score is below 680.

10.14: Payment Shock

Clarification: Guidance is provided
individually for manually underwritten and
GUS Accept loans.

10.14: Payment Shock

Clarification: GUS evaluates payment
shock as part of the underwriting
recommendation.

10.15: Non-Purchasing Spouse Credit
History

Clarification: Non-purchasing spouse debts
are required to be included per community
property state lending laws. When these
debts are manually entered by the lender, a
GUS Accept recommendation is not
required to be downgraded.
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. Automated Underwntmg Svstem GUS “Accept” Au%em&ted—uﬂéeﬂaﬂﬂﬂg—ﬁ}es

[ e

GUS that receive an “Accept” underwriting recommendation are not subject to
additional rental or mortgage payment history documentation.

* Tenders who enter rent on the “Income and Expenses™ GUS applicationpage
are not subjectto a VOR/rent verification when the file receives an “Accept”
underwriting recommendation.

* Files that have been underwritten with GUS, and receive an “Accept”
underwriting recommendation require no further documentation with the
prasence of late mortgage payments as they have already been considered by
the scorecard.

* Manually underwritten loans. Files that are manually underwritten willbe
analvzed in accordance with the guidance provided at Section 10.13 of this
Chapter. The consideration of a credit exceptionin accordance with Section 10.8
will be supported with documentation validating the exception meets the criteria
as outlined in that Section/

Recent and/or Undisclosed Debts and Inquiries

*  Lenders must determine the purpose of any recent debts as the indebtedness may
have been incurred to obtain funds to close the loan. Any new debt and payment
must be included in the final underwriting analysis.

*  An applicant must provide a satisfactory explanation for any significant debt
noted on the creditreport, but not included on the loan application.

. Manually underwritten loans. Add recent and undisclosed debts to the

loan application. Consider these debts in the credit underwriting analvsis.

»  Automated Underwriting System — GUS “Accept”. Confirm and include
any monthly payment amount for debts not considered in the automated
underwriting system recommendation. Resubmit the loan for an updated
underwriting recommendation.

¢ [If the debt was not reported don the credit report uploaded into
GUS and are manually added to the “Asset and Liabilities”
application page of GUS. the lender will downgrade the “Accept”
to a “Refer” and manuallv underwrite the file. Exception: the
manual entry of child support. alimony. garnishments and other
debts that are not tvpicallvreflected on a credit report will not
require a downgrade.

® A lender may have the debt added to the credit report and re-
associate the new credit report that includes the previously recent
or undisclosed debt in a subsequent underwriting recommendation

request.

¢  (Credit supplements obtained outside of GUS may not be used to
verify debts to retain an “Accept” recommendation.

Attachment 10-B: The Credit Review
Previous Rental or Mortgage Payment
History

Clarification: Language from 10.13 is
included.

Attachment 10-B
Recent and/or Undisclosed Debts and
Inquiries

Clarification: Guidance is provided
individually for manually underwritten and
GUS Accept loans.

Clarification: Downgrade GUS Accept loans
if debts not reflected on the credit report
are manually added to the “Asset and
Liabilities” application page. If the debt is
reflected to the credit report uploaded into
GUS, the downgrade will not be required.

Clarification: Credit supplements obtained
outside of GUS to support new debts or
corrections to current debts are not eligible
to retain an Accept recommendation.
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Collectionss—and—Judgments

® A collection account refers to an applicant’s loan or debt that has been submitted
to a collectionagency by a creditor.

*  Manually underwritten loans:

*  Collections andjudoments-indicate an applicant’s regard for credit

obligations, and must be considered in the creditworthiness analysis.

o Ensure all open collections are listed on the loan application under liability.

®  Collection accounts are not required to be paid off as a condition of a
guarantee. Paragraph 10.9 of this Chapter outlines additional actions required
when the outstanding balance of all collections collectivelvexceeds $2.000.

¢  The lender must document reasons for approving a mortgage when the
applicant has collection accounts-erjudements] The applicant must explain,
in writing and/or provide supportive documentation, for all collections and
judementsas outlined in Paragraph 10.9 and 10-10-of this Chapter.

Automated Underwriting System — GUS “Accept”

®  Ensure all open collections are listed on the loan application under liability on the
“Assets and Liabilities” page of GUS.

®  Omit any collections that are eligible in the capacity analysis as outlined in
Paracraph 10.9 of this Chapter.

Paving eff Colleetions—anNon-Federald Judgments

eCourt-ordered judgments MUST be paid off before the mortgage loan is eligible
for a guarantee unless the applicant provides documentation indicating that
regular payments have been made on time in accordance to a documented
agreement with a creditor. Paragraph 10.10 outlines additional actions and
requirements of a documented payment agreement.

o If a loan is underwritten with the assistance of the Agency’s automated
underwriting system, then regardless of the underwriting recommendation, the
findings report will require the lender to obtain evidence of payoff for any
outstanding judgments shown on the creditreport. Lenders are reminded the
“Declaration” questions within the Agency automated underwriting system or
when completed manually should accurately reflect aresponse representative
of the applicant’s credit status.

Attachment 10-B
Collections

Deleted: Judgments are deleted from this
section and addressed in a separate section
of Attachment 10-B.

Clarification: Guidance is provided
individually for manually underwritten and
GUS Accept loans.

Clarification: Manually Underwritten Loan:
1. Ensure all open collections are included
on the 1003, 2. Collections are not required
to be paid off, 3. Refer to 10.9 when
collections exceed $2,000, and 4.
Document rationale for omissions.

Clarification: GUS Accept files must include
all open liabilities on the “Asset and
Liabilities” application page.

Clarification: Collections may be omitted
per 10.9.

Attachment 10-B
Non-Federal Judgments

Deleted: Collection accounts have been
moved to a separate section of Attachment

10-B.

Clarification: This section is dedicated to
Non-Federal Judgments.
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Delinquent Federal Non-Tax Debt

* Lenders must determine if the applicants have delinquent federal non-tax debt.
Information may be obtained from public records. credit reports. or equivalent and

must check all applicants’ against the Credit Alert Verification Reporting System

(CAIVRS). See Appendix 7 for instructions on checking CAIVRS.

Delinquent Federal non-tax debts are ineligible for a SFHGLP unless the

delinquency is resolved.

Delinquent Federal non-tax debt also refers to applicant(s) who have had a

previous SFHGLP debt which was settled. or is subject to settlement. or whether

SFHGLP otherwise suffered a loss on a loan to one or more of the applicants. The

applicant(s) are ineligible unless the applicant qualifies for an exception granted

by SFHGLP.

¢ Ifthe SFHGLP suffered anv loss related to a previous loan. a loan

guarantee shall not be issued unless SFHGLP determines the loss was
bevond the applicant’s control and any identifiable reasons for the loss no

longer exist.

De]inguent Federal Tax Deht|

Applicants with delinquent Federal tax debt are ineligible.

Tax liens may remain unpaid if the applicant has entered into a valid repayment

agreement with the federal agsencv owed to make regular pavments on the debt

and the applicant has made timelv payments for at least three months of scheduled

payvments. The applicant cannot prepav scheduled payvments in order to meet the

required minimum of three months of payments.

Payments will be included in the DTI ratio.

Documentation will include IRS evidence of the repavment agreement and

Previous Mortgage Foreclosure_and Deed-in-Lieu of Foreclosmre

verification of payments made,

An applicant is generally not eligible for a new guarantee, if during the prior three
vears the applicant’s previous real property was foreclosed on or theyhave given a

deed-in-lieu of foreclosure.

The lender may grant an exception in accordance with Paragraph 10.8 of this

Chapter.

The inability to sell the property due to a job transfer or relocation to another area

does not qualify as an extenuating circumstance.

Divorce is not considered an extenuating circumstance. However, an applicant
whose loan was current at the time of a divorce in which the ex-spouse received
the property and the loan was later foreclosed may qualify as an exception.

Attachment 10-B
Delinquent Federal Non-Tax Debt

NEW: Federal Non-tax debt has a separate
section.

Clarification: Federal non-tax debts (non
IRS) will render an applicant ineligible.

Clarification: Applicants that have already
lost one home secured with a USDA direct
or guaranteed loan are ineligible unless
USDA determines the applicant is eligible.
Documentation from the applicant will be
required.

Attachment 10-B
Delinquent Federal Tax Debt

NEW: Delinquent Federal tax debt
guidance is provided.

Clarification: Delinquent Federal tax debts
will render the loan ineligible unless there
is a valid repayment agreement with three
months of timely payments made.

Attachment 10-B
Previous Mortgage Foreclosure and Deed-
in-Lieu of Foreclosure

New: Deed-in-Lieu of Foreclosure is added
to this section.
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Chapter 7 Bankruptey Attachment 10-B
Manually underwritten loans. . Chapter 7 Bankruptcy

A Chapter 7 bankruptey (liquidation) does not disqualify an applicant from
obtaining a mortgage loan if at least three years have elapsed since the date of the
discharge of the bankruptcy. During this time, the applicant must have re-
established good credit or chosen not to incur new credit obligations.

An elapsed period of less than 3 years may be acceptable for a loan guarantee if
the applicant can show the bankruptey was caused by extenuating circumstances
beyond their control and has since exhibited a documented ability to manage their
financial affairs in a responsible manner for a reasonable period of time following
discharge. Eligible mitigating circumstances must meet Section 10.8 of this
Chapter. Supporting documentation must be submitted with the loan guarantee
request. Generally a borrower whose bankruptcy has been discharged less than 1
vear should be ineligible to enable the applicant to re-establish their credit.

The lender must document the applicant’s current situation indicates the events
that led to the bankruptcy are not likely to recur.

When a Chapter 7 bankruptcy absolved the mortgage debt for the applicant, any
foreclosure or remaining foreclosure pending is an action against the property, not
the applicant. The foreclosure actionis not considered as adverse-an indicator of
unacceptable creditin the applicant’s evaluation. A loan underwritten with the
assistance of GUS will not be required to be manually down-graded when the
bankruptcy discharge included the mortgage debt.

If an applicant has a real estate mortgage discharged in a Chapter 7 bankruptey,
however a foreclosure action is not concluded, the applicant may remain in
ownership of the property. In this example, title must be transferred to the lender
of the pending foreclosure in order to remove the applicant from ownership and
responsibility of real estate taxes and homeownership dues of the property. If title
is not transferred, the applicant will be subjectto Chapter 8, Section 8.2A of this
Handbook for retention of a dwi ellmg aﬂd—aﬂv—lﬂéméﬁa-l—feﬁf)efm%ﬁﬁ&ea}

NEW: Guidance is provided individually for
manually underwritten and GUS Accept
loans.

Clarification: Applicants that are deemed
credit eligible with severe adverse credit
must have the approval documented in
accordance with 10.8.

Clarification: Applicants discharged less
than one year from a Chapter 7 BK should
be ineligible.

NEW: The GUS Accept section clarifies that
GUS has rendered an underwriting
recommendation which has already
considered the adverse credit. Manually
underwritten guidance does not apply to

GUS Accept loan files.

Automated Underwriting System — GUS “Accept”, If the underwriting recommendation

from GUS is an “Accept”. no further documentation regarding the bankruptcy is required.
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Chapter 13 Bankiuptey

_Cha'oter 13 bankruptcy plan in progress. A Chapter 13 bankruptcy plan in

progress does not disqualify an applicant from obtaining a mortgage loan,
provided the following eriteria. applicable to all underwritingmethods. can be
met:

= -the lender documents 12 months of the debt restructuring plan has

elapsed: and

= -the applicant’s payment parformance has been satisfactory;: and

= -andall required payments were made on time: and-

= tThe applicant must receive written permission from the bankruptcy

court/trustee to enter into a mortgage transaction.

= Manually underwritten loans. In addition to the criteria set forth for a plan

in progress. Aa credit saiverexception in accordance with Section 10.8 of

this Chapter by the lender will be required. forasmanvallyundersritten
lean. Include the payment in the debt ratios of the applicant(s).

== _Aptomated Underwriting System — GUS “Accept”. When a plan is in
progress., and GUS has rendered an “Accept” underwriting
recommendation. a credit exception in accordance with Section 10.8 of
this Chapter is not required. Include payment(s) on the “Asset and
Liabilities™ application page of GUS.

Chapter 13 bankruptey plan completed.

will not require a credit waiverexception provided the applicants have
demonstrated a willingness to meet obligations when due for the full 12
months prior to the date of loan application.

+=  Automated Underwriting System — GUS “Accept”. The discharge date of
the completed plan has been considered by the scorecard and is reflected in
the overall credit score. No additional documentation is required.

Attachment 10-B
Chapter 13 Bankruptcy
Chapter 13 Bankruptcy Plan in Progress

Clarification: Guidance is provided for a
Chapter 13 bankruptcy in progress.

Clarification: Guidance is provided
individually for manually underwritten and
GUS Accept loans.

Attachment 10-B
Chapter 13 Bankruptcy
Chapter 13 Bankruptcy Plan Completed

NEW: Section for a completed Chapter 13
bankruptcy.

Clarification: Guidance provided

individually for manually underwritten and
GUS Accept loans.
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Consumer Credit Counseling Plans

An applicant who has experienced credit or financial management problems in the
past may have elected to participate in consumer counseling sessions to learnhow
to correct or avoid such problems in the future. Participationin a consumer credit
counseling program does not disqualify a applicant from obtaining a mortgage
loan, provided:

» -the lender documents that one year of the pay-out period has elapsed -

under the plan: and

required payments have been made on time: and

e . the applicant’s payment performance has been satisfactoryand all

*  written permission from the counseling agency to enter into the mortgage
transaction and counselor recommendation of the applicant as a good
creditrisk is required.

must evaluate the applicant’s credit in accordance with Paragraph 10.8 of this
Chapter. Some creditors may still report the applicant as delinquent, even though
they have agreed to accept a lesser payment. This must be considered in the
analysis of the applicant’s overall credit. Include the repayment plan payment in
the liabilities of the applicant(s).

Automated Underwriting System — GUS “Accept”. The Agency’s automated

underwriting system does not trigger a requirement for additional documentation
since the credit scores already reflect the degradation in credit history. No further
explanation or other documentationis required when a lender utilized the
Agency’s automated underwriting system and receives an “Accept” underwriting
recommendation. Include payvment(s) for repayment on the “Assets and
Liabilities” application page of GUS|

Attachment 10-B
Consumer Credit Counseling Plans

Clarification: All three bullet points must
be met when an applicant is currently in a
consumer credit counseling plan.

Clarification: Guidance is provided
individually for manually underwritten and
GUS Accept loans.

Deleted: Written permission from the
counseling agency is not required.

Attachment 10-B
Consumer Credit Counseling Plans

Clarification: Include payment(s) on the
“Asset and Liabilities” GUS application
page. If the debts represented in the
counseling plan are on the credit report, no
downgrade will be required.
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Evaluating Credit Involving Short Sales

The following criteria are applicable to both manual and automated underwriting types.

* A short sale is considered a pre-foreclosure activity or event.

*  An applicant is ineligible for a mortgage loan if they pursued a short sale
agreement on their principal residence to take advantage of declining market
conditions and purchases at a reduced price a similar or superior property within a
reasonable commuting distance.

e  If an applicant was current at the time of short sale, or in the case of divorce at
time of divorce, they may be eligible for a new mortgage loan. The prior
mortgage payment history must reflect all mortgage payments due were made on
time for the 12 month period preceding the short sale, or time of divorce. and all
installment debt payments for the same period were also made within the month
due.

*  An applicant in default on theirmortgage at the time of the short sale (or pre-

foreclosure sale) is generallv not eligible for a new mortgage loan for three years
from the date of pre-foreclosure sale.

¢  The lender mav grant an exception in accordance with Paraeraph 10.8 of this
Chapter.

Charge-Off Accounts

A charge-off is the declaration by a creditor that an amount of debt is unlikely to
be collected. The presence of a charge-off'is alreadv reflected in the credit score and
does not need to be included in the applicant’s long-term liabilities or debt. If the
applicant has entered into an agreed upon repavment plan with the creditor. a liability
pavment will be included in the long-term liabilitv/debt.

Manually underwritten loans. For a manually underwritten loan, the lender will
consider a charge-off as a derogatory credit item. to be addressed in with anv credit
exception considered. if the applicant’s credit score is below 640. See Section 10.7A

of this Chapter regarding evaluating the credit of applicants with low credit scores.

Automated Underwriting Svstem — GUS “Accept”. No documented credit
exception is required.

Chapter 11: Ratio Analysis
B. The Total Debt Ratio

Applicants are considered to have repayment ability when they do not have to spend
more than 41 percent of repayment income on total debt.

Total debt includes monthly housing expense PITI plus any other monthly credit
obligations incurred by the applicant.

Obligations for child care, voluntary contributions to retirements such as a 401K, anc
open accounts with zero balance, are not considered a debt.

The lender must document an applicant’s debt through various records including a
creditreport, direct or third-party verifications, court documents, and verification of
deposits for loans. All applicant open debts/accounts (including collection accounts.
charge-offs and judgments) incurred through the note date must be included in the
calculation of debt payment-to-incomeratio and captured under liabilities on the
application. Monthly obligation expenses include:

Attachment 10-B
Evaluating Credit Involving Short Sales

Clarification: This short sale guidance
applies to manually underwritten and GUS
loans.

NEW: Applicants that are divorced with a
short sale on their former residence may be
eligible.

Clarification: Lenders may grant credit
exceptions if 10.8 is met.

Attachment 10-B
Charge-Off Accounts

NEW: A new charge off account section is
included to provide individual guidance for
manually underwritten and GUS Accept
loans.

Clarification: Charge off accounts are not
required to be included in the debt ratio.

Clarification: Manually underwritten loans
with credit scores below 640 require
documented credit exceptions.

11.2: The Ratios
B. The Total Debt Ratio

Clarification: All open debts, collections,
charge-offs, and judgments incurred up to
the note date must be listed in the
liabilities section of the loan application.
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. Long-term obligations with more than ten months repayment remaining on the
credit report presented at underwriting, including all installment loans, alimony, child
support or separate maintenance payments, student loans and other continuing
obligations.

. Revolving accounts. The minimum monthly payment is required for all
revolving credit card debts. Monthly payments on revolving or open-ended accounts
are counted as a liability for qualifying purposes even if the account appears likely to
be paid off within 10 months or less. If the credit report shows an outstanding
balance, but no specific minimum monthly payment, the payment will be calculated
as the greater of 5 percent of the balance as reported on the credit report, or $10. If

the lender obtains a copy of the current statement reflecting the actual monthly
payment, that amount can be used for qualifying purposes. The lender must retain

documentation in thelr perma_nent loan file. Hleoancostspaidoutside ofclosing

meluéeihe—upéa%eé—paw&eﬂﬁm&%e—fepavmeﬂ{—faﬁ&eﬂeu}aﬁeﬂ— Revolving accounts

with no outstanding balance do not require an estimated payment to be included in the
debt ratio_or to be closed to exclude a payment from the long-term debt ratio.

. 30-Dav Accounts. A 30-day account is a credit arrangement requiring the
applicant to pay off the outstanding balance on the account every month. A lender
must verify the outstanding balance is paid in full on everv 30-dav account each
month for the past 12 months. 30-day accounts that are paid monthly in full are not
included in the applicant’s long-term debtratio. If the credit report reflects any late
payments in the last 12 months. a long-term monthly payment will be included. The
lender will utilize 5% of the outstanding balance as the applicant’s monthly debt.
Lenders will utilize the credit report to document the applicant paid the balance on
theth account monthly for the previous 12 months.

. Student loans. Lenders must include the greater of

o] one percent of the outstanding loan balance. or -

o the pavment as reflected on the credit report. verified fixed

ehaﬂgei—hfe&gﬁ-he—ﬁxed—fepmaeﬂmﬂqe—ﬁaﬂ%—mcome Based Repavment (]BR)
planssplans: graduated plans, adjustable rates, interest only and deferred plans are

examples of repayment plans that are subject to change_and do not representa fixed
payment or repayment plan.- These types of repayment plans are unacceptable to

represent a long term fixed payment repayment plan. and-denetgualifi-forthe

exception . No additional documentationis requ1red if a creditreport is obtalnedaﬂé

11.2: The Ratios
B. The Total Debt Ratio

Clarification: Guidance for the exclusion of
debts with ten months or less repayment is
provided.

11.2: The Ratios
B. The Total Debt Ratio

Clarification: Debts with no monthly
payment will calculate a payment as the
greater of 5 percent of the balance
reported on the credit report or $10.

Deleted: The requirement to recalculate a
credit card payment if additional fees are
incurred during the application process is
removed.

Clarification: Revolving accounts marked
“paid by close” do not required the account
to be closed.

11.2: The Ratios
B. The Total Debt Ratio

NEW: The 30 day account section includes
guidance for liabilities that are paid in full
each month.

11.2: The Ratios
B. The Total Debt Ratio

Clarification: Student loan payments are
simplified. Guidance remains that IBR,
graduated, adjustable rate, deferred loans,
etc. are not fixed payments and one
percent of the loan balance is required for
the total debt ratio.
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. Previous mortgage. Previous mortgage liabilities disposed of through a
sale, trade or transfer without a release of liability will be included in the total debt
ratio unless evidence can be obtained to confirm the remaining party (or new owner)
has successfully made the payment in the previous 12 months prior to loan
application. Documentation to be obtained by the lender includes:

® In the case of a divorce. the lender will obtain a copy of the divorce decree
ordering the spouse to make payvments.

* If the loan was assumed. sold or traded without a release of liability. a copy of
the assumption agreement (as applicable) and deed showing transfer of title
out of the applicant’s name will be obtained bv the lender and retained in the
lender’s permanent file.

® Documented evidence the new owner has been making regular payments

during the previous 12 months with no history of delinquent payment on the
loan during that time. Evidence may be reported through the credit report or

the lender may verify from the servicer of the assumed loan. a payment history

showing that the mortgage has been current during the previous 12 months.

» Loans that are transferred. sold or traded with a history of delinquent payments

within the previous 12 months prior to appllcatlon will be includedin the
applicant’s monthlv obligations.

s Co-signed fobligations. Debts which have been co-signed (also
known as co-borrower, joint obligor or guarantor) are considered a contingent
liability. A contingent liability exists when an individual is held responsible for
pavment of a debt if another party. jointly. or severally obligated. defaults on the
pavment. A contingentliability applies and the debt by-the applicant for another
partywill be considered in the total debt ratio unless the applicant provides evidence
another anether partyobligor has made the payment in the previous 12 months prior
to loan application. If the applicant can provide conclusive evidence from the debt
holder that there is no possibility that the debt holder will pursue debt collection
against the applicant should the other party default, the 12 month historyis not

required. Acceptable evidence that demonstrates the remaining co-obligor’s history

of making regular payments during the previous 12 months includes canceled checks,
money order receipts and/or bank statements of the co-obligor-exether thirdparty]

Late payments reported in the previous 12 months prior to application will require the
monthly liability to be included in the long-term repayment ratio of the applicant.
Debts identified as “individual” on a credit report will always be considered in the
debt ratio regardless of what party is making the monthly payment (as an example,
parents making car payments on behalfof applicant; and the loan is in the applicant’s
name). The legal obligation resides with the applicant when identified as
“individual.”

+Collectionfjudementaccounts. Collection accounts, as outlined in Paragraph 10.9
and-10-1-of Chapter 10 of this Handbook will be included in the total debt ratio.

11.2: The Ratios
B. The Total Debt Ratio

NEW: Documentation guidance is provided
for previous mortgage liabilities.

11.2: The Ratios
B. The Total Debt Ratio

Deleted: “Non-mortgage” and “another
party” language has been removed.

Clarification: Co-signors are legally liable
for the repayment of the debt. In order to
exclude this debt from the total debt ratio,
specific documentation is required from
the co-obligor.

11.2: The Ratios
B. The Total Debt Ratio

Deleted: Judgment has been removed and
has relocated to its own section.
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¢  Judgment accounts. Judsments accounts with a repayvment plan already
established and a history of consistent repayment underway will be includedas a
long-term obligation. unless less than 10 months of the repayment plan remains and
the lender determines the debt does not have a significant impact on the repayment of
the applicant as later explained in this section under short-term liabilities. A letter
from the creditor or evidence on the creditreport is required to validate the payment
arrangements and pavment historv. Refer to Chapter 10. Section 10.10 for additional
guidance on judgments.

® Charge-off accounts. Charge-off accounts are debts written off and are not

required to be included in the applicant’s liabilities or debt.

e Self-employed. Negative income (loss) for a business will be deducted from
repayment income prior to calculating the total debt ratio. It is not counted as

recurring debt.

* Short-term obligations that are considered to have a significant impact on
repayment ability. such as large medical bills and car or other credit payments._A
significant impact on repavment is defined as 5% or greater of the gross monthly
income of the applicant(s). Installment debt can be paid down prior to underwriting
to a repayment balance less than 10 months: however underwriters can include any

debt that in their underwriting analysis is considered a significant impact to the
applicant’s abilitv to repav the debt.

¢ Balloon/deferred payments and Ppayments that will come due in the next 24
months, including personal loans with deferred installments and balloon payments.

section and not applicable under this subject. If the interestrateactual paymenton a
deferred loan is unknown, the lender should estimate the monthly payments using-an

B e R
outstanding balance.
A. Repayment income

The subsidy may be treated as repayment income when calculating a homebuyer’s
qualifying ratios, and if the subsidy is paid directly to the borrower, it must be treated in
this manner. Since the subsidy is non-taxable, it may be “grossed up™ by 25 percent and
then added to the borrower’s income from employment and/or other sources when
calculating repayment income. This option of capturing the Section 8 Homeownership
Voucher will be the method will be utilized when lenders utilize GUS for their
underwriting recommendation.

11.2: The Ratios
B. The Total Debt Ratio

NEW: Judgment accounts have a new
section. If less than 10 payments remain
on a repayment plan, the underwriter may
exclude from the debt ratio.

11.2: The Ratios
B. The Total Debt Ratio

NEW: A charge off account section is
included.

11.2: The Ratios
B. The Total Debt Ratio

Clarification: A business loss is deducted
from repayment income. Itis not a
recurring debt.

11.2: The Ratios
B. The Total Debt Ratio

NEW: Guidelines are provided to
determine if a debt presents a “significant
impact” on repayment ability for a short
term obligation.

11.2: The Ratios
B. The Total Debt Ratio

Clarification: The calculation of a payment
for a balloon/deferred debt (excluding
student loans) will be 5 percent of the loan
balance.

11.6: Homeownership Vouchers
A. Repayment Income

Clarification: Section 8 Homeownership
Vouchers entered in GUS must gross up the
benefit by 25 percent for repayment
income on the “Income and Expenses”
application page.
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11.7 OBLIGATIONS NOT INCLUDED IN DEBT-TO-INCOME RATIOS 11.7: Obligations Not Included in Debt-To-

. . . . i . . Income Ratios
Obligations not considered or included in total debt-to-income ratio calculations

include:
Clarification: This section has been revised

® Medical collections: to include additional obligations that are
not included in the total debt ratio.

e Federal, state, and local taxes;
¢ Federal Insurance Contribution Act (FICA) contributions;

¢ Other retirement contributions such as 401(k) accounts, including the repayment
of loans secured by 401(k) funds;

* Automatic deductions to savings accounts, mutual funds, stocks, bonds,

certificates of deposit, including the repayment of loans secured by such funds;

® (Collateralized loans secured by depository accounts:

s Titilities

® [Insurance, other than property insurance

e Commuting costs;

¢ Union dues:

* Open accounts with zero balances;
e Child care;and

* Voluntary deductions.

Chapter 12: Property and Appraisal Requirements

https://www.fanniemae.com/content/technology requirements/uad-specification- ~ Section 2: Appraisals
appendix-d.pdfl Information can be found on pages 39-40. 12.5: Residential Appraisal Reports
B. Appraisal Report

Clarification: Fannie Mae website address
was updated.
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If the appraiser considers the property to be unique. has specialized improvements. is
new manufactured housing. or the client requests a cost approach to be completed, then
the Rresidential appraisals will be completed using the sales comparison approach and the
cost approach to value. The income approach is only needed if the appraiser determines
that it is necessary to develop credible assignment results.

®  Appraiser/client confidentiality under USPAP Ethics Rules does not permit the
appraiser to discuss the appraisal with anvone other than the client. without the
client’s permission. It is recommended. but not required. that USDA/RD be
identified as an intended user with the lender in the appraisal report obtained.

o The market or sales comparison approach is required in all cases. Not less than
three comparable sales will be used unless the appraiser provides documentation
that such comparable sales are not available. The appraiser must use their
knowledge, of the area, and apply good judgment in the selection of comparable
sales that are the best indicators of value for the subject property.

e Tor properties considered to be unique. has specialized improvements, new
manufactured housing or if requested by the client. Fthe “Estimated Reproduetion
Cost-Newof Improvements” cost approach will be completed. whenthe
1thha “ - adRa e | >

~The appraiser will identify the source of the cost
estimates and will comment on the methodology used to estimate depreciation,
effective age and remaining economic life.

able to identify the propertv’s condition and quality. Acceptable photographs include
color original images from photographs or electronic images. Photographs must clearly
represent the improvements. any physical deterioration of the property. amenities,
conditions and external influences that mav have a material effect on the market value or
marketability of the subject property. Lenders who utilize the Agency’s automated
underwriting system. GUS. will upload the appraisal report at the Lender Upload

exterior inspection of the subject property must include at least the following:

* A front view of the subject property. -

® A rear view of the subject property.

* A street scene identifving the location of the subject property and showing
neighboring improvements.

*  The kitchen. main living area. bathrooms. bedrooms.

* Any other rooms representing overall condition. recent updates. such as
restoration. remodeling and renovation.

¢ Basement, attic and crawl space.

*  Comparable Sales, listings., and/or pending sales utilized in the valuation
analysis must include at least a front view of each comparable utilized.

¢ Condominium projects should include additional photographs of the common
areas and shared amenities.

Section 2: Appraisals
12.5: Residential Appraisal Reports
B. Appraisal Report

Clarification: The cost approach may be
completed at the appraiser or lenders
request.

NEW: USDA may be added to the appraisal
as an intended user, but it is not required.

Clarification: The market or sales
comparison is required for all appraisals.

Deleted: The requirement of the estimated
reproduction cost and estimated
replacement cost for a dwelling less than
one year old has been removed. This
language was revoked in a SFH Origination
ListServ published May 14, 2015.

Section 2: Appraisals
12.5: Residential Appraisal Reports
B. Appraisal Report

NEW: Specific photograph requirements
for the appraisal are added.

Clarification: Guidance to upload the
appraisal into GUS is included.
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property’s value is strongly supported when a significant increase between sales occur.
The lender must perform a thorough review of the appraisal report to validate and support

the property’s value and protect the applicants from possible predatory real estate lending,

® The well location for individual water supply systems must be measured to
establish the distance from the septic system. Distances must meet thesnest
ageressive either approach of the local and/or State Health Authority codes or SF
Handbook (HUD Handbook 4150:24000. ID

12.7 STREET ACCESS AND ROAD MAINTENANCE [7 CFR 3555.201]
A. Access

The site must be contiguous to, and have direct access from, a public or private street,
road, or driveway. Private roads or streets are acceptable provided each property has
vehicular or pedestrian access. Privateroads or streets must be protected by permanent

recorded easement (non-exclusive and non-revocable easement without trespass from the

property to a public street) or the street must be maintained by a homeowners association.

(HOA). Shared driveways must also meet these requirementsithe drivewayisshared;
there must be-a requiring a permanently recorded easement for ingress and egress.
Evidence of a road maintenance agreementis not required. This agreement must be
binding to successors and title. A copy of a titlereport, retained in the lender’s mortgage
file, may be used to evidence the easement. Private streets must have a permanently
recorded easement or be owned and maintained by a Home Owners Association (HOA).
All recorded easements must be reviewed and approved by the approvad lender’s
underwriter and documentad in the lender’s permanent loan file.

An existing dwelling may be attached, detached or semi-detached dwellings and must
be inspected to determine that the dwelling meets the current requirements of:

s Single Family Housing Policy Handbook (SF Handbook: HUD Handbook
4150:24000.1). or as superseded by HUD:. aluationdnalysisfor Home
Mortogoe Insyuranca fo nala Lam va o Do hait Dhpallinoe

Section 2: Appraisals
12.5: Residential Appraisal Reports
B. Appraisal Report

NEW: Guidance is provided for “property
flipping.”

Section 2: Appraisals

12.6: Water and Wastewater Disposal
Systems

A. Water

1. Individual Privately Owned

Deleted: The “most aggressive” approach
language has been deleted. The system
must only meet one of the stated distance
requirements.

Clarification: HUD Handbook reference is
updated to 4000.1.

Section 2: Appraisals

12.7: Street Access and Road
Maintenance

A. Access

Clarification: Guidance is provided for
private roads, streets, and shared
driveways.

Clarification: A road maintenance
agreement is not required.

Section 3: Dwelling Requirements
12.9: Existing and New Dwellings
A. Existing Dwellings

Clarification: All previous references to
“HUD Handbooks 4105.2 and 4905.1” have
been replaced with “SFH Handbook (HUD
Handbook 4000.1) or as superseded by
HUD.” This change will always enforce the
most current version of HUD’s minimum
property standards.
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C. Repair Escrows [7 CFR 3555.202(c)]

Repair escrows for essential repairs identified by a qualified inspector needed to =

meet minimum property standards as defined by SF Handbook (HUD Handbook 4000.1

are acceptable provided the home is habitable. All items of new construction must be 100

percent (100%) complete in accordance with plans and specifications except for minor
items not affecting the livability of the structure or that cannot be completed due to
weather conditions. The lender assumes responsibility for completion of repairs in
accordance with the conditions set forth in this Section for anv repair escrow established.

Examples of repairs that cannot be escrowed for post-closing repair is the roof,

foundation. repairs to the home’s basic structure, a system for electricity. plumbing or the
deliverv of heating fuel. This listis not all inclusive.

The combination of both exterior AND interior repair escrows cannot exceed 10
percent of the final loan amount. Most repairs items will be required to be completed
within 180 davs of loan closing. This period may be extended. at the discretion of the
Agency. for homes that need exterior repairs but are in an area experiencing inclement
weather conditions. The maximum exterior repair escrow period when an extension is
granted is limited to 240 davs. Extensions mav be granted bevond 180 davs for exterior
escrows only.

& Escrow for Exterior Development [F-CFR3S55.202(e)]

When exterior development work is planned and cannot be completed because of
inclement weather, material shortages, or other acceptable reasons, an escrow account
may be established. The Agency may issue a Loan Note Guarantee prior to the
completion of repairs provided all of the following conditions are met:

* The cost of any remaining work; exteriorerinterior-is not greater than 10 percent
of the final loan amount. provided an interior escrow is not required:

* The livability of the dwelling is not affected;

* A signed contract between the borrower and the contractoris in effect for the

proposed work:

s -andtThe funds to be escrowed are not less than—thethan —eentractthe repair cost
contract. The loan underwriter may determine the escrow amount. which could
exceed the repair cost;

e The HUD-1 reflects the holdback;

® The development will be complete within 180 days of closing, unless an extension-
is granted by the Agency for inclement weather conditions; and

Section 3: Dwelling Requirements
12.9: Existing and New Dwellings
C. Repair Escrows

NEW: Guidance is provided for essential
repairs, the determination of a complete
dwelling, and lender risk when escrows are
established.

NEW: Examples of repairs that cannot be
escrowed for post-closing are included, but
are not all inclusive.

Clarification: The cost of exterior and
interior repairs combined cannot exceed 10
percent of the final loan amount.

NEW: Timeframes to complete exterior
repairs may exceed 180 days post loan
closing at the discretion of USDA.

Section 3: Dwelling Requirements
12.9: Existing and New Dwellings
C. Repair Escrows

Clarification: All of the bulleted items must
be met for exterior escrow development.

Clarification: 10 percent of the final loan
amount is the maximum for escrows
(exterior and interior combined).

Clarification: The underwriter may

determine additional escrowed funds are
required above the USDA minimum.

NEW: Exterior repairs may be granted an
extension for completion by USDA.
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e The escrow account is established in a federally supervised financial institution.

®  An inspection report certifving the defect/repair has been properlv repaired.
Certification of completion is required to verify the work was completed and
must:

¢ Be completed by the appraiser;

* State that the improvements were completed in accordance with the
requirements and conditions in the original appraisal report;

® Be accompanied by photographs of the completed improvements; and

* The individual performing the final inspection of the property must sign the
completion report.

The lender is responsible for monitoring the completion of the work and the release of
funds for payment. Documentation supporting the development work and confirmation
of the completion will be retained in the lenders permanent mortgage file and is subject to
the certification of Form RD 3555-18/18E. Funds remaining in the escrow account, that
are representative of loan funds or a seller concession as part of the sales contract, upon
completion of the work, will be used to reduce the unpaid principal balance of the
mortgage. Personal funds of the applicant utilized to fund the repair escrow (excluding
loan funds or a seller concession) may be returned to the applicant. A seller’s personal
funds utilized to fund the repair escrow (excluding a seller concession as part of the sales
contract) may be returned to the seller.

for repairs has not been established. Otherwise. the combination of both an interior AND

exterior repair escrow is subject to a maximum of 10 percent of the loan amount.

_When the dwelling is complete with the exception of minor interior development
work, the Agency may issue the loan note guarantee on the loan if the following

conditions are met when establishing an interior escrow:

¢ The cost of any remaining interior work is not greater than 10 percent of the final
loan amount provided an exterior escrow is not required ;

Section 3: Dwelling Requirements
12.9: Existing and New Dwellings
C. Repair Escrows

Clarification: The certification that repairs
are completed properly must be an
inspection report.

Clarification: Remaining escrow funds that
are loan funds or seller concessions (as

stated in the purchase agreement) must be
applied to the principal balance of the loan.

NEW: Remaining escrow funds that are
personal funds (obtained directly from the
applicant’s personal account or the seller’s
personal account) may be returned to the
applicant and/or seller.

Section 3: Dwelling Requirements
12.9: Existing and New Dwellings
C. Repair Escrows

Clarification: 10 percent of the final loan
amount is the maximum for escrows
(exterior and interior combined).

Clarification: The loan note guarantee may

be issued when all of the bulleted
conditions are met for an interior escrow.
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e The livability of the dwelling is not affected;

® A signed contract between the borrower and the contractor is in effect for the

proposed repair work:

¢ -andtThe funds to be escrowed are not less than—thethan the contractor’s repair
contract., The loan underwriter mav determine the escrow amount. which could
exceed the repair cost ;

e The HUD-1 reflects the holdback:

® The development will be complete within 180 days of closing; and

® The escrow account is establishedin a federally supervised financial institution.
® An inspection report certifying the defect/repair has been properly repaired.

Certification of completion is required to verify the work was completed and
must:

* Be completed by the appraiser,

e State that the improvements were completed in accordance with the
requirements and conditions in the original appraisal report, and

¢ Be accompanied by photographs of the completed improvements.

* The individual performing the final inspection of the property must sign the
completionreport.

The lender is responsible for monitoring the completion of the work and the release of
funds to pay for the work. All documentation supporting the development and
confirmation of the completion will be retained in the lender’s permanent mortgage file-
and is subject to the certification of Form RD 3555-18/18E. Any funds remaining in the
escrow account upon completion of the work-, that are representative of loan funds ora
seller concession as part of the sillsales contract. will be used to reduce the unpaid
principal balance of the mortgage._Personal funds of the applicant utilized to fund the
repair escrow (excluding loan funds or a seller concession) may be returned to the
applicant. A seller’s personal funds utilized to fund the repair escrow (excluding a seller
concession as part of the sales contract) may be returned to the seller.

Section 3: Dwelling Requirements
12.9: Existing and New Dwellings
C. Repair Escrows

Clarification: The underwriter may
determine additional escrowed funds are
required above the USDA minimum.

Clarification: The certification that repairs
are completed properly must be an
inspection report.

Clarification: Remaining escrow funds that
are loan funds or seller concessions (as

stated in the purchase agreement) must be
applied to the principal balance of the loan.

NEW: Remaining escrow funds that are
personal funds (obtained directly from the
applicant’s personal account or the seller’s
personal account) may be returned to the
applicant and/or seller.

46



the assistance of a contractor

‘When a borrower will complete the planned interior or exterior development on an
existing dwelling without the services of a contractor, the requirement for an executed
contract noted in this section is waived when these three conditions are met:

® The estimated cost to complete the work is lessnot greater than 10 percent of the
total loan amount; and

e The escrow amount is less than or equal to $10,000; and

® The lender has determined the borrower has the knowledge. -and skills and time
necessary to complete the work within the maximum 180 dav limit.

All remaining requirements as noted at Paragraph 12.9 C and 12.9 D are applicable.
The lender is responsible for monitoring the completion of the work and the release of
funds for payment of the work. All documentation supporting the planned development
and completion will be retained in the lender’s permanent mortgage file and is subject to
the certification of Form RD 3555-18/18E. Funds remaining in the escrow account upon
completion of the work-, that are representative of loan funds or a seller concession. as
part of the sales contract. will be used to reduce the unpaid principal balance of the
mortgage. Personal funds of the applicant utilized to fund the repair escrow (excluding
loan funds or a seller concession) mayv be returned to the applicant. A seller’s personal
funds utilized to fund the repair escrow (excluding a seller concession as part of the sales
contract) may be returned to the seller.

from the primary residential structure and do not serve as a residence, such as sheds,
garages, or other ancillary structures._Existing dwellings financed through the SFHGLP
are|not subject to the requirement within 7 CFR 1940 Subpart G Exhibit C which requires

a search for practicable off-site alternatives to purchasing an existing dwelling within the
SFHA.

Documentation is included in the file in accordance with 7 CFR 1940 Subpart G
Exhibit C, that there is a demonstrated need for the SFHGLP and there are no

practicable alternatives to new construction witShin the SFHA.

Section 3: Dwelling Requirements
12.9: Existing and New Dwellings
C. Repair Escrows

Clarification: Escrow completion for
interior or exterior repairs may be
completed without a contractor.

Clarification: Estimated cost to complete
the work cannot be greater than 10 percent
of the loan amount and the additional
bulleted items.

NEW: Borrower executed repairs must be
completed within 180 days.

Clarification: Remaining escrow funds that
are loan funds or seller concessions (as

stated in the purchase agreement) must be
applied to the principal balance of the loan.

NEW: Remaining escrow funds that are
personal funds (obtained directly from the
applicant’s personal account or the seller’s
personal account) may be returned to the
applicant and/or seller.

Section 4: Environmental Requirements
12.10: Hazard Identification
B. Flood

Clarification: No alternative search is
required for existing dwellings located in
SFHAs.

Section 4: Environmental Requirements
12.10: Hazard Identification
B. Flood

NEW: Document the file to verify there are

no practical alternatives to new
construction in the SFHA.
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Existing dwellings and newly constructed dwellings located within the SFHA which

are not served by public sewer systems and have on-site septic or sewage treatment
systems must have a drinking water supply which is protected from cross contamination
from the onsite septic/sewage treatment during flooding. A property serviced by an on-
site septic or sewage treatment system is eligible under this Section. provided one of the
following can be met:

®  The property is served by a publically provided water supply.

located above the base flood elevation of the SFHA. Additional documentation,
such as an elevation certificate. will be required to verify this type of property.

12.16 ELIGIBLE LOAN COSTS

The loan will be used to finance the construction of a new single family housing
residence, which can include modular and manufactured home construction.
Condominiums ermanufacturedhomesare ineligible for this type of loan feature. Site
condominiums meeting the criteria of Section 12.11 A (2) of this Chapter may be eligible
to utilize with the construction to permanent loan product feature. Loan costs will be

reasonable and customary construction costs suehsueh such as:

The term of the loan is thirty years. When constructionis complete as evidenced by a
Certificate of Occupancy or final inspection, the loan must be amortized to achieve full
repayment within its remaining term. Lenders must also provide an executed Loan
Medifieation Reamortization Agreement to confirm the existence of the permanent loan
and the corresponding amortizing interest rate on the mortgage loan. The permanent
mortgage loan interestrate is established at closing and must be in accordance with
Chapter 7 of this Handbook.

Section 4: Environmental Requirements
12.10: Hazard Identification
B. Flood

NEW: Guidance is provided for existing and

new construction dwellings located in a
SFHA that have private septic/sewer
systems. Requirements are provided to

protect drinking water from contamination.

Section 7: Combination Construction
Permanent Loans
12.16: Eligible Loan Costs

NEW: Manufactured homes and site
condominiums may be eligible for the
single close construction program.

Section 7: Combination Construction
Permanent Loans
12.21: Loan Closing

Clarification: “Loan Modification
Agreement” was changed to “Loan

Reamortization Agreement.” This change is
also reflected on Attachment 12-D.

Chapter 13:
NO REVISIONS
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Chapter 14: Funding

14.7 AGENCY ACTION - REQUEST FOR RESTORATION OF FUNDS

The Program Funds Control Branch (PFCB) of the National Finance and Accounting
Office Center (NFAOC) in St. Louis, Missouri will review and approve/deny all
restoration of funds requests. The following actions are required to submit a request for
restoration of funds:

1. A fully completed “Request for Restoration of Funds form a Prior Fiscal Year”
form.

*  Agency personnel will complete the form electronically via Adobe.

®  The form will be electronically signed with vour LINC Pass (PIV) card.

*  The form should be saved (not printed and scanned).

* Find the fillable form on the Agency’s SharePoint website under the folder

‘Funding”™.

3. If the Agency extended the Conditional Commitment. documentation pertaining to the
lender’s request and the Agency’s approval must be included with the restoration request.

Dates are required.

4. A detailed explanation must be entered on the form to indicate whether the Agency or
lender is at fault.

5. If the restorationrequestis for a higher obligation amount than the original obligation,
then additional document is required. The Agency must demonstrate that the loan request
was reviewed for repayment at the higher amount and the loan amount does not exceed
the maximum amount based on the property’s appraised value.

6. Tf the rehuest is for a restoration of funds where the lender did not comply with
regulatory requirements, an exception to the regulatory requirement will be required.
Submit a request in accordance with Chapter 1, Section 1-9 of this Handbook. A copy of
the approved exception must be submitted with the request for a restoration of funds.

7. Completed “Request for Restoration of Funds from a Prior Fiscal Year” forms and all
documentation must be submitted electronically to the technician in St. Louis who is
assigned your State at the Housing Services Branch (HSB/NFAOC). ,

Chapter 15: Submitting the Application Package

To determine whether an applicant is eligible to participate in an SFHGLP mortgage loan
transaction, the lender must examine the GSA List and CAIVRS and document their permanent case file
with results. An applicant is ineligible 4sif he/she is presently delinquent on any Federal debt or-is----------
suspended or debarred, or otherwise excluded from participating in Rural Development programs. The
GSA list may be found at: https://www.sam.gov/portal/public/SAM/. Lenders who utilize an
automated method that creates a report. similar to a watch list. which performs a check of the SAM
website, will meet the criteria of this check. Tenders will certify on Form RD 3555-21 the applicant(s)
and all parties to the mortgage transactions are not on the GSA list. This check is applicable to each
financial transaction submitted to the Agency. All other parties to the mortgage transaction can be:

ocumentation: Lenders will retain evidence thev followed the a iate procedures and

confirmed eligibility for all participants involved in the transaction. The lender will check the “Yes” box
on Form RD 3555-21 at “GSA/SAM Exclusion” and “System for Award Management (SAM) indicates
a partvto the transaction is debarred from business with the Federal government™ on GUS transactions.
Include the date SAM was checked.

14.7: Agency Action — Request for
Restoration of Funds

NEW: Agency guidance is outlined to
request a restoration of funds.

15.2: Lender Responsibility
Clarification: Lenders are not required to
check the SAM website directly.
Automated methods to verify SAM are
eligible.

15.2: Lender Responsibility

Clarification: Lenders must retain evidence
of their SAM check.
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15.3

CONTENTS OF LOAN APPLICATION PACKAGE
Manually mmderwritten loans

Manually underwritten loans are those applications reviewed and approved by the underwriter or
applications underwritten with the assistance of GUS that receive an underwriting recommendation of
“Refer” or “Refer with Caution.” For manually underwritten loans, the lender must submit a fully
documented loan application package to Rural Development. Although. Amanually underwritten
application packages may be submitted by email. -er hard copiesdeliveredto the Aceney Tthe
preferred method of the Agency is electronic. Lenders are expected to utilize the automated method of
submitting origination requests when announced by-to the Agency. Use of the electronic method
through the Agency’s automated underwriting system. GUS, streamlines the delivery, review and
issuance of a Conditional Commitment. A Technical Bulletin regarding “Streamline Issuance of
Conditional Commitment —Lenders” is posted to the following resource site: Hatilimplemented-the

https://usdaline.sc.egov.usda.gov/USDALincTrainingResourceLib.do. Scrollto Loan Origination. and
seleet*‘Identificationof Electronie Delivery-"[ oans that are not delivered via the automated method
must Lenders should protect personally identifiable information when communicating electronically.
Form RD 3555-21 summarizes the details of the loan to be guaranteed and requires the lender to certify
that all eligibility requirementshave been met. See Attachment 15-A for a checklist of items to be
provided in the loan package submitted to the Agency. The following information must be provided for
the application to be considered complete.

All pages of the current version of Form RD 3555-21 signed and dated by the applicant(s) and
the approved lender submitting the request, or their designated representative. The form must be

completed prior to signature by the applicant(s). Applicant{s}shouldnotbe excentinga blank

forral The lender is responsible for reviewing the contents of the form, acknowledgements and
certifications with the applicant(s).

The lender’s confirmation they have checked GAO’s System for Award Management (SAM.gov)
and have confirmed the applicant(s) and all parties participating in the Rural Development
guarantee are not debarred from doing business with the Federal government. Refer to Section
15.2 of this Chapter to identify all parties participating in the loan guarantee request.
Certification of this action is recorded on Form RD 3555-21.

Summary of the calculation of annual income, adjusted income (to qualify for the SFHGLP) and
repayment income calculations. Include documentation for all adult members of the household.
Documentation to include IRS 4506-T tax transcripts, verifications of employment and other
income verification documentation such as asset documentation. See chapter 9 of this Handbook
for additional guidance.

Credit report(s). Include the credit report of a non-purchasing spouse if property is locatedin a
community property state. Include any non-traditional report and all credit supplements.

Verification of Rental. Include documentation to support rental history in the previous 12

months prior to application. as applicable. for all manually underwritten loans. See Chapter 10
of this Handbook. Section 10.13 for additional guidance on obtaining rent verification.

15.3: Contents of Loan Application
Package

Deleted: The option to submit a manually
underwritten loan through hard copy to
USDA is removed.

NEW: Guidance for electronic submission
of guaranteed loans, including a link to the
Technical Bulletin, is provided.

15.3: Contents of Loan Application
Package

Deleted: “Applicant(s) should not be
executing a blank form” has been removed.

15.3: Contents of Loan Application
Package

Clarification: Reference to 15.2 to ensure
all required parties have been checked
through SAM.

Clarification: Addition of VOR if applicable
for manually underwritten loan file
documentation.
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Automated Underwriting System - GUS “Accept” 15.3: Contents of Loan Application

Loans underwritten with the assistance of GUS thatyeceivereceiving an underwriting Package
recommendation of “Accept” may allow the lender to submit abbreviated documentation when
compared to manually underwritten loans when requesting a Conditional Commitment for Single Family
Housing Loan Guarantee. The lender certifies upon “final” submission the loan has been reviewed,
underwritten and the data entered into GUS is true, complete and accurate. Lenders must review and
satisfy pre-Conditional Commitment conditions identified on the final GUS Underwriting and Findings
Analysis Report prior to submitting the loan to the Agency. Lenders who utilize GUS will be validating
the findings provided with the underwriting recommendation in their permanent case file. Unless a
quality control message requires the lender to submit a full documentation file, the lender may submit

the following completed documents to obtain a Conditional Commitment for Loan Guarantee: Deleted: Initials have been removed from
*  All pages of the current version of Form RD 3555-21 signed, and dated and-initialed by the the bottom of each page of Form RD 3555-
applicant(s) and lender, or lender’s representative. 21.

¢ Summary of the calculation of annual income, adjusted income (to qualify for the SFHGLP) and
repayment income calculations.

¢ Include the credit report, of a non-purchasing spouse, if property is located in a community
property state.

*  Appraisal of real estate property which includes Form 1004MC]

*  The final GUS Underwriting and Findings Analysis, Clarification: “Alien” has been revised to
“non-resident alien.” The spelling of “buy-
down” was changed.

*  FEMA Form 086-0-32.

e Ifthe applicant(s) is not a United States citizen, evidence the applicant(s) meets the qualified
alienNnon-resident alien criteria set forth in Chapter 8 of this Handbook.

*  If a buydewnbuy-down is involved, documentation in accordance with Chapter 11, Paragraph
11.5 of this Handbook.

Although the lender must underwrite the applicant and property information to ensure that the loan 15.5: Agency Review of Loan Application
meets all program criteria, the Agency must review the lender’s documentation to ensure that loans, to Package
be guaranteed, meet program requirements. The following summarizes the criteria Agency staffuse to .
ensure that each program requirement has been met. Agency staff will utilize Attachment 15-B in their A. Content of Standard Review
review cflca_n note gua_ra_ntee requests it was demgned to be mlllzed as a tool to assist in

Deleted: The checklist table has been
removed.

required by state law, the maximum deductible clause for a flood insurance policy should not exceed the

; : 15.5: Agency Review of Loan Application
greater of $1,000 or 1 percent of the face amount of the policy. The Agency will perform an

environmental review in accordance with RD Instruction 1940-G. Existing dwellings for the SFHGLP PaCkage
are eligible if flood insurance is available. Existing properties are not subject to the Agency’s A. Content of Standard Review
requirements within RD Instruction 1940-G Exhibit C. Additional requirements, in accordance with 5. Environmental Review

Chapter 12 of this Handbook may be required when a property is not served by a public sewer system.
See Section 12.10B of Chapter 12 for additional information.

NEW: Guidance is included in reference to
flood insurance requirements and safe
water precautions when properties are
located in a SFHA.
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B.

Agency Review of Lender’s Underwriting Decisions

The Agency generally does not review the content of a lender’s underwriting analysis as it remains
the approved lenders responsibility to underwrite loans to the SFHGLP. However, under limited
circumstances, the Agency will review the lender’s underwriting decisions. When the Agency
determines that a lender’s application must be reviewed more thoroughly, the Agency will notify the
lender in writing. The goal of the additional review is to help the lender submit application packages
that are acceptable on the firstreview. The maximum turn-around time, by the Agency. for review in
these cases is not to exceed four business days. Lenders will receive official notification by the Agency
when any delay beyond 4 business days for turn-around in response to a commitment request results. -
The Agency will review the lender’s underwriting decisions under the following circumstances.

The Request for a Loan Guarantee is Approved

If the Agency review indicates the loan meets all program requirements, the Agency will agree to
guarantee the loan, subject to the conditions provided on Form RD 3555-18 or RD 3555-18E(when
submitted electronically). The Agency will inform the lender of the approval by mail or e-mail with
Form RD 3555-18/18E after entering the application information into the Guaranteed Loan System. The
commitment will expire in 90 days from issuance unless new construction is involved, which then the
expiration date of Form RD 3553-18/18E will correspond with the projected completion of the
construction. The expiration date of Form RD 3555-18/18E for new construction should not exceed one

vear from the issuance of the Conditional Commitment unless the State Director publishes a statement

supplement to this Chapter to allow a longer term based upon special circumstances. ©One 90 day

extension can be granted in accordance with Chapter 16 of this Handbook, provided circumstances
beyond control are present.

C.

Retwn of Fhe Applieation—is-Incomplete_Applications

Lenders must ensure that the application requests are submitted in accordance with the instructions
specified in the Attachment 15-A. A complete application request must contain all documents listed in
Attachment 15-A. TLenders must ensure the documents are submitted in the stacking order noted with
the first document in the bundle being the actual completed Attachment 15-A. An exception to the
stacking order is the Appraisal Report, which for those lenders utilizing GUS will uploaded separately
from all other documents. Lenders should submit only the identified document in the Attachment. If the
applicationrequest is missing information that is required by the Attachment 15-A. the application
request will be deemed incomplete and the needed for the Ageney torespond to-the request the Agency
will return the application package to the lender. Completed applications are processed in date order by
the Agency. Only complete applicationrequests will be considered for processing by the Agency.

The Request for a Loan Guarantee is Denied

The loan guarantee request will be denied if the proposed loan fails to meet any program requirement
or Agency staff cannot concur with a requested ratio waiver. The loan must be for an eligible purpose,
an eligible rural property, to an eligible applicant, and underwritten by an Agency approved lender. If
the applicationreview indicates that any of these criteria have not been met, the Agency will notify the
lender in writing of the reason for the denial, and will provide review and appeal rights as described in
Appendix 3 of this Handbook._The Ageney must capture data regarding the individual loan guarantee
denial in the Agency’s GLS database.

15.5: Agency Review of Loan Application
Package

B. Agency Review of Lender’s
Underwriting Decisions

NEW: The Agency will notify lenders if file
processing times will exceed 4 business
days.

15.6: Lender Notification on Request For
Loan Guarantee

A. The Request for a Loan Guarantee is
Approved

NEW: The addition of “E” to Form RD
3555-18 is added to indicate the
commitment was issued electronically.

NEW: The expiration date of Form RD
3555-18/18E should not exceed one year
from date of issuance, pending State
Director supplements for special
circumstances.

15.6: Lender Notification on Request For
Loan Guarantee
C. Return of Incomplete Applications

NEW: Incomplete loan applications that do
not meet documentation requirements
may be returned to the approved USDA
lender for correction. Only complete loan
applications may be placed for review by
USDA.

15.6: Lender Notification on Request For
Loan Guarantee

D. The Request for a Loan Guarantee is
Denied

Clarification: Denied loan files must be
processed as applicable by USDA in GLS.
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HE 1-3533
Attachment 13
Page

ATTACHNMENT 15-A

USDA manie
Guaranteed Rural Housing = =

Origination Stacking Order Checklist

Lender Instructions: Submit the identifed documents in the ordernoted with the first document in the bundie being this
Artachment. Submitonly the identified documents. Indude complete documentation for the specific file type identified to ensure
an gffective file flow. Documents must not exceed the maximum allowobie age set forth in 7 CFR3555 Handbook. Rural
Development will consider all documents submitted as the certified and true copies of the original documents retoined in the
lender’s permanent file. Electronic delivery to Rural Dewelopment is the preferred method See electronic delivery information by
state https-//usdaline sc egov. usda gow/RHShome do. In the subject line identify the case by: Loan Origination: Borrower Last
Name, First Name

General Information

Applicant(s): Lender: Date:

File Stzcking Order Checklist
CGuaranteed Underwriting System (GUS) - Underwriting Recommendation: ACCEPT

Flease stack the credit pacls =z in the following dorument order:

Form RD 3555-21, "Request for Single Family Housing Loan Guarantee
Note: Must be completed and executed by 2l applicants and IEn::IErI

L Caleulati Weapechoot For Caloulatine !

Final GUS Underwriting Findings and Analysis Report
Mote: Lastfinal submiszion to be printed, retained in lender's permanent loan file,

FEMA Form 086-0-32, "Standard Flood Determination Form®
Mote: Mew construction properties located in 100-year flood plains will require additional documentation.
Confirmation the base flood elevation [BFE) iz below lowest floor of subject.

Evidence of qualified alien [if the applics not g US citizen)

Credit Report, Non-Purchasing Spouse [If the opplicant ar property isin a community property state—AZ, CA_ 1D, LA, NV,
NM, TX, WA, Wi

O o0 oOoma

Uniferm Residential Appraisal Report (URAR)
[FHNMA& 1004/FHLMC 70 or applicable Report)

Mote: 1004 MC [Market Conditions Addendum) must be part of report.

Attachment 15-A: Origination Stacking
Order Checklist

Deleted: The income worksheet was
removed as an individual document
because it is part of a complete Form RD
3555-21.

53



File Stacking Order Checklist
Manual Underwriting, GUS Refer/Refer with Caution Underwriting Recommendation,
GUS Accept if Quality Control Lender Message on GUS Underwriting Findings and Analysis Report

stack the credit paclsze in the flloving document order:

Form RD 2555-21, "Request for Single Family Housing Loan Guarantee
Mote: Must be completed and executed by 3l applicants and lender.

lneame Calewlati Fari iRel

Final GUS Underwriting Findings and Analysis Report, if applicable
Note: Last final submission.

Underwriting Analysis, cor =
[FNMA 1008/FHLMC 1 or similar}

exgcuted by Underwriter

Note: Include credit waiver and/or repayment ratio waiver requestin comment section.
A GUS ACCEPT with quality control message does not require credit or repayment ratio documentation//justification.
Include supporting documentation when credit package includes a buy down.

O

Uniform Residential Loan Application
[URLA — FNMA 1003/FHLMC 65)
Mote: URLA must be exscuted by the interviewing lender and applicant|s).

O

Income Verification Documentation: For all household members
Verification of Employment (VOE] + (1} earning statement
ORverbal VOE + (2} earning statements (30 days) + W-2'z [2 years)
OR computer generated verification + W-2's (2 years) + verbal VOE
seff-Employment: income tax returns)’ all schedules (2 years) + profit / loss, balance and income/expense statements
Child support, pensions, dizability, Social Security, retirement annuity award(s)

Tax return information as a result of IRS 4506-T: Reguest for Transcript of Tax Return
MNote: Reguired for all adult members ofthe householdy

Asset Verification Documentation: For all household members
Verification of Deposit, bank statements, gift letter etc.

Credit Report, Non-Traditional Report and all credit supplements, = gpplicable
Mote: Include adverse credit explanation and documentation used in credit waiver.

00 o 0o

A GUS “Accept” subjecitos fully documented Tle does nof reguire s Vedfication of Hent. |

FEMA Form 086-0-32, “Standard Flood Determination Form®
Mote: Mew construction properties located in 100-year flood plains will reguire additional documentation.

Confirmation the base flood elevation [BFE}is below lowest floor of subject.

Sales Contract, all pages ond omendments

Evidence of qualified alien (if the applicant is not & US citizen)

ooo 0O

Uniform Residential Appraisal Report (URAR) — not applicable to Strea)
[FNMA 1004/FHLMC 70 or applicable Report)

ined Refinance Product

Note: 1004 MC {Market Conditions Addendum) must be partof report.

Attachment 15-A: Origination Stacking
Order Checklist

Deleted: The income worksheet was
removed as an individual document
because it is part of a complete Form RD
3555-21.

NEW: IRS 4506-T requirement added to
checklist.

NEW: Verification of Rent added to
checklist and required as applicable.

54



Attachment 15-B
Rural Development - Guaranteed Rural Housing
Agency Documentation and Processing Checklist (Internal Agency Use)

s

Loan B "

Loan B,

Applicant Information Co-Applicant
Name:
Name:
SEAL DOE: SN DoB:
B, Fial Coa-5i iial
e s Er-rri i ——e Eirst Time B buyer Bl ve- 1t
e S e B = e = ]
Us Citzen 7o 0 IS Chmen e O
B Rogidont/Qualified Alion T vo- T b B Residont/Qualifiod Aion B va- [ &
Anplicant's Crodit Scorer T =y, Co-Appl s Crodit Scorer ] =
Lende: svaldatod Cradd & o 2 e trag: o Lande: svalidated Cradid . o = el & _41_=
as-appioable oo e W&B;LMB- e —
Froperdy-tformation
B
CityStateZip-Coda: Countyand Coda:
¥ —
Cong Digtrict:
& —
Confirmpropery—tnehgiblerural area T Dic 2 dnr Aroa D el =Y
Sz ezs L a L ¥ s =t =
Lander it . Submitting £ e .-
lPP g I apndnre: Mgr ndor:
Lepndor iD: Sk tad I opvednr 10
s
Lendor Contact: Loepdor Bhaon
Lepndor Email:
By i tap i
L il Astion Stops
Date Initials of Employes
Apali r|
PR P &
Apali mplete
PR P & P
Checked Mortgageserny — Customer Cross Reference

Attachment 15-B: Agency Documentation
and Processing Checklist (Internal Agency
Use)

Deleted: Information already captured in

GUS and GLS has been removed from the
Agency processing checklist.
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Attachment 15-B: Agency Documentation

3-B
and Processing Checklist (Internal Agency
Conditional Wiritten d tation of the following must be submitted when ting a Conditional C: itment for Loan Note Use)
G i i it GUS Underwriting R dati of “Refer and “Referwith Caution™ or an ‘Accept’ that is subject to full
Request documentation will adhere to "Manual LW requirements, except as otherwize noted.
File Type: . “Fi #
FD_Rafar | .
Yo 5 2 - - Mtanaat Underwritimg; -for G148 #ccept (sobject to streamined toconTentation s provided in-Chapter - NEW: “File Type” request was added to
15). GUS ReferRafer with Caution Undenuriting R dati indicate the GUS underwritin
GUS Accept if Lender Quality Control ige(s) (fully d ted loan file) required of GUS - g
Underwriting Findings and Analysis Report, GUS Refer/Refer with Caution Underwriting - recommendation ora manua”y
Recommendation or Manually Underwritten loans
underwritten loan file.
Lender Request
[m] - . -
Form RD 3555-21, Request for Single Family Housing Loan Guarantee
O Completed and dbyasllb and lender
O Interestrate is locked. Lockdate: Expiration Date:
O Forlocked rates, rate confirmed to meet §.3555.104
hitps -iiwww. fanni i i i i daily-required-net-yields
Date Agency firmed: Inferest Rate: % Max Rate:
O Interestrate is floating. Condition forlock date.
Lender Underwriting
O Underwriting Analysis
(FMNMA 1008/FHLMC 1077 or similar)
O Confimed dby Und
LI Adverse credit waiverand supporting documentation thet meets Chapter 107 CFR 3555 Handbook? [ “es [l Mo
0O na
[Note: AGUS ‘Accept”subjectto a fully documented file does not require the submittal of a credit waiveror supporting
documents to the Agency]
L Verfication of Rent? I Wes |1 Mo L1 WAT{applicable to Ilyund i loans with cradit scores lesz than
680.]
[Note: AGUS ‘Accept” subjectto a fully documented file does not require a Verification of Rent.
Ll Ratio waiver request documented by Lander? |11 Yes |0 Mo L WA
[Note: AGUS ‘Accept subject to s fully documented file does not require a ratio waiver request orthe supporting
documents to the Agency]
O Evid: of p ing factors submitted by Lender? [ Yes O Mo O WA
O Ratiowsiverreviewed and granted? [0 Yes [0 Mo O NA
PITT Hatio TO Ratio, Funded Buydown? [T Yes I No
Mortgage Credit Certificate? [0 Yes [0 Mo
O Final GUS iting Findi Report, as applicabl
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ALECIIIELL

Pag

Lender Credit Documentation

Uniform Residential Loan Application (URLA— FNMA 1003/(FHLMC 85)

]
O Executed by the applicant(s)? [0 Yes O Mo
O Executed by interviewing lender? [ Yes O Mo
O Credit Report
O Tri-Merged [0 RMCR O Mon-raditionaland allcreditsupplements [0 GUS
Mon-Purchasing Spouse Credit Report I Yez [0 Mo LI WA
(If applicant orproperty in 8 community property state — AZ, CA, 1D, LA, NV, MM, TX, WA, W)
{AK and PRunderlimited conditions)
O within 120 days of loan closing
m}
Applicable to manuallyun
A GUS "Accept” subject to a fully documented file does not require s Venfication of Rent.
Lender Credit Documentation, continued
] Income Verification
O within 120 days of loan closing(purchase existing)
Income from employment: [] Yes [0 Mo [0 WA
O Full Documentation: Written WVOE; most recent paystub with YTD eamings
L0 Ak Documentation: VerbalVOE; 30 days eaming with ¥ TD {onginalorek pies); 2 years
W-2's or income tax retums
Income from other s les not all incl ) O ves O Mo O WA
O SocislSecunty | O Retirement | O Child Support | O Alimony
O cCommissions | O Interest | O GovemmentAssistance | O Other
Income from selfemployment: [ Yes [0 Mo [0 NA
O 2yearstaxretums | [0 ProftiLoss Stmt |
Income from assets: [0 ves [0 Mo O WA
O Verfication of Deposit | [0 Bank Statements | [0 Other -
Income from other adult members of the household:
Documentation of household income from other adult members: [0 Yes [0 No OO0 WA
Documentation of tax return information as a result of IRS 4506-T, Request for Transcript of Tax Return -+
Yes No
Note: Reguired forall adult members of the household.
] Lender's Income Calculation Worksheet
O Agency's Summary of Income Calculation

#H hold Memb. | #Depend

Maximum Adjusted Household Income for County: 5

Lender Calculations Agency Calculations

Annual Household Income 5 Annual Hs hold Income 5

djusted Annusal H: hold Income § djusted Annusl H: hold Income 5

Repayment Income (Monthiy) 5 Rep Income (Monthhy) 5

Wiorithly Morigage Cradit Certi ]

Manthly Morgage Credit Carfticate §

PITI: AnnuslFee: 3 OtherDebt: 5 PITIforGLS: 5

For Manusl GLS entry onfw

Closing Costs: §

Income Category: [ Very-Low | O Low | O Moderate

Attachment 15-B: Agency Documentation
and Processing Checklist (Internal Agency
Use)

NEW: Verification of Rent guidance was
included, if applicable.

NEW: RS 4506-T requirement was added
for Refer, Refer with Caution, and manually
underwritten loan files.

Attachment 15-B: Agency Documentation
and Processing Checklist (Internal Agency
Use)

Clarification: Complete this section only
for loans that require manual GUS entry.
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O

Agency's Validation of Eligible H hold | C ion, as

This document will become part of the permanent Rural Development file as a retained essential document.
Agency's idation of Repay Ii C ion, as i

This document will become part of the permanent Rural Development file as a retained essential document.
Evidence of qualified alien (Ifthe applicantis nota US citizen) : [0 Yes [0 Mo [0 N&

O Confirmed appli )is & qualified alien (if applicable) by running through SAVE.

Property Information:

I, Iy P
FNMA 1004/FHLMC 70 [MNot
O URAR contsins 1004 MC (Market Conditions Addendum)

Report (URAR)
oyt

O wWithin 120 days of loan closing.
Construction Type: [0 On-Site| 0 ModulariPanelzed | O Manufactured
Estate Type: [0 Fee Simple (non-reservation)| [0 Allotted Land | O Tribal Trust Land
O Individual Trust Land | 0 Lessed land (non-tribaly| 0 Fee Simple (on 2 reservation)
Project Type: [ Condo | 0 PUD | O COOP | O WA

Type: O hed | [0 Detached

Property Information, continued

izal Company/Appraiser Namsa:

Property Address:

Date of Appraizal’Date Received:

dValue: § O &s-i= O Asimproved Mazx Loan Amount: §

Land Value §
Living Area Sq Ft

Cweliing Age
LotSzeSq. Ft or
Lot Size Acres
Community [ 10,000 orless [ Cwer 10,000
[0 Existing Property:
O Meets HUD handbooks OR [ Full Home Inspection
[0 New Construction:

The lender’s permanent file must contain evidence that plans and specs comply with development standards.
The lender's permanent file must contsin evid that inspecti andan ble waranty have beenobtsined.

Note: The Agency has the option to request this information from the lenderin appropriate situstions (i.e. review of new
lender, compliance review, loss claim, etc.)

[0 Other Inspections Required:
Ll Septic [ LI Well | L0 Temite [check i applicable]
Note: Otherinspections, asapplicable, to be retsinedin lender's p
requires a third party inspection.

case file fthe orstate law

[0 Other Property Features:
Energy-efficient [ Yes L] Mol

FEMA Form 086-0-32, Flood D ination Form

Dweliing located in 100-yearflood plain - [ Yes O Mo

Thealevat Elowact =t be st 2100 veocfiaad P I dsubieotie-fudharrevie
Note: EH ion Certif or parable required to d BFE ifnew and locsted in flood plain.
The elevation of lowest floormust be ator sbove 100-yearflood plain for new construction and subject to further review.

Sales Contract

Signed Purchasze Agreement or Eamest MoneyAgreement

Attachment 15-B: Agency Documentation
and Processing Checklist (Internal Agency
Use)

Revised: The FEMA elevation information
for new construction is moved under the
“Note” section.
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The Rural Development revie

tfor Loan Note b

vill consist of the following actions when s lender

O

Form RD 1922-15, Administrative Appraisal Review for Single Family Housing
[ MW/A [not i to sh lined —no i ired]

Completed by Loan Approval Official

Form RD 1940-22, Envi C ist for Categorical E

[0 M/A [Typically MiA forrefinance transactions]

Completed by Loan Approval official priorto Condiional Commitment when eligible for categonical exclusion.

Form RD 1940-21, Environmental Assessment for Class | Action, as applicable.
-0 WA [Typically M/A for refinance transactions |

Completed by Loan Approval official when ineligible for a 1 /|

Examples (not inclusive) of p d irng prep ion of Form RD 1940-21:

[ fioodplains | [ coastsl bamiers | [ historic properties | O wild | O wetlands | [0 Cosstal Zone Management
Rural Develop t Decision_— Approved, Denied, Withdrawn

O Approved -Prepare Form RD 3555-18/18E

Date of Form RD 3555-18/18E, Conditional Commitment for Loan MNote Guarantee:

L) Motffied Lendarby: |1 EMailor saas ) E i Workfiow, 8= apphicabh
[] Approved spplication uploaded from GUS or GLS populated manualy

[ Deniad - Prepars denisl lettarwith applicable sppasi rghts.
Diste of lefterwith applicable appealnghts:

[ Approved spplication uplosded from GUS or GLS populsted manualy

Date withdrawsl occumed:
[ Approved spplication uplosded from GUS or GLS populsted manualy

BHS Approval/Denial Official:

GUS/GLS Processing
Steps by Rural
Development

The following steps must occurto update the data warehouse. The steps apply to approved, denied orwithdrawn
applications.

O

Complete the B Maint page in GLS
Note: Ifthe loan was a final isSi derwritten with the i of GUS, the B Maint Screen will be
i d unless the b is alread: ished in GLS.

Establish the borrower(s)in GLS. Complete foreach bomower.

Complete the Add Application page in GLS.

LI GUS Loans:

Complete the USDA Administration page. Save the page. Submit the applicationto GLS
L "MNon-GUS Loans:

Complete the Add Application page in GLS.

Note: The CAIVRS sanvice will icalh late 2ach b ‘s CAIVRE i ion #.

Complete the Obligation Request page in GLS
Date of Obligation in GLS: {GLS 1A obligati C d)

The following documentation must be received and steps completed to issue a Loan Mote Guarantee.

O

Form RD 1980-19, Guaranteed Loan Closing Report
Mote: This form is not required for lenders utilizing the Automated Lender Loan Closing system
Date Loan Mote Guarantes request received:

Date of Loan Closing:
O Completed and executed by lender

Loan closed foramount of commitment: O Yes O Mo

Attachment 15-B: Agency Documentation
and Processing Checklist (Internal Agency
Use)

NEW: “Rural Development Decision” has
been revised to include “Approved,”
“Denied,” and “Withdrawn.” Additional
data fields have been added to aid in
documenting the Agency’s decision and
actions.
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Loan closad forinterest rate on commitment: [ Yes O Mo

If Mo, determine if rate was floating st of it t. " Obtain d tation of lock date and confirm rate meets
5356656 104 _ .L = = i i
nformation.
Lender Certification — Continuing pages of Form RD 3555-18/18E

Note: This form is not required for lenders ufilizing the Aut ted Loan Closing system

O Completed and executed by lender after closing.
Documentation of Conditions

O Documentation of date interest rate locked (if floating), as applicable
|0 Canfimation ot sxeraw develop teompletion, 55 applizabh
Note: Loan Mote Guarantee may be issued if escrow established in accordance with §3555 202,

Documentation otherconditions are met [ Yes O Mo

Promissory Mote, copyor uploaded asan individual d nt for Automated Lender Loan Closing system:
O ves OO0 Mo

HUD-1 Settlement Statement. copyoffinalor uploaded asani
system:

[ ves 0 Mo

Confirm all credit d

Id nt for Auts ted Lender Loan Closing

tation is within ptable time frames. [0 Yes O Mo

Issue Form RD 3555-17, Loan Note Guarantee

Date Loan Note teelssued:

Note: Upload document through GLS Data-Filled forms page forlenders utilizing Automsated Lender Loan Closing system.
Approval Official Issuing LNG:

O Metified Lenderby: [ E-Msil O Work-flow notification of Lender Loan Closing {LLC)

Wholesale Lockbox
Procedures (WLB) by
Rural Development

The following collection steps are required to process guarantee fees when psperchecks in lieu of s PAD is received.
Collections must be secured in a fire-prooflocked safe. Collecti greaterthan 5100 must be processed daily.

O

Form RD 451-2, Schedule of Remittances

MNote: This form is not required for lenders ufilizing the Automated Lender Loan Closing system.
Gnline fil-able form available.

Guarantee Fee Collected: 5

Feson its t: 5,

Fee must be within 510.00to process Loan Mote Gusrantee request forthose (NG requests submitted without assistance
of Automated Loan Closing system.

To process a fee that differs by 510.00 orless, overtype the defaulted fee on GL S AddLosn Ciozing page.

Form RD 1951-49, Register of Collections

MNote: This form is not required for lenders ufilizing the Automated Lender Loan Closing system.

Omline filkable form available.
Form RD 1951-60, Field Office Remittance Reconciliation Report

MNote: This form is not required for lenders utilizing the Automated Lender Loan Closing system
Online fill-able form available.

Submit collection(s) to the WLB

MNote: This form is not required for lenders ufilizing the Automated Lender Loan Closing system.
Checks must be made paysble to USDA or Rural Development.

Mail WLB collections to:
USDA — Rural Development
Wholesale Lockbox

P.C. Box 790391

St. Louis, Missouri §3179-0391

Attachment 15-B: Agency Documentation
and Processing Checklist (Internal Agency
Use)

Clarification: Floating interest rates that

exceed the note rate on the commitment
will require additional information.
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GLS Losn Ciosing
= -

The following steps are required to process and ciose the losn in the dsia warehouse oncethe Loan Note Guarantes =
issued.

Tomplets the Add Loan Closing page n GLS.
O Note: Lenders utilizing the Automated Lender Loan Closing system will partially complete the page. The Agency
will confirm information and documentation prior to final submittalto GLS.

1} Ifthe interest rate changes 7 the interest rate established in GLE may be changed by overtyping the
fikd for manuslly underwritten fies. Landarmust establish continued sligibiity. Files who utiize GUS must be resubmitted
to GUS if adversely affectad

2) Ensure the interest rate on the Add Loan Closing screen is updated and is scourstely represented. The interest rate
must mimor thatof the note to obisin a comect annual fes schedule.

3) Process changes to the kan amount PRIGR to submitting the Add Loan Closing page. Lenderswho utiize the
Automsted Lander Loan Closing (LLC) can complete s pariial de-obligation of lan funds prior o submitting the requast for
LNG

4) For PAD transactions (lenders who submit fees via pay.gov) —do not aiteror sttempt to modify the guarantee feein GLS.
5) For non-PAD transactions (check received) — the guarantes fee can be modified to accommodatethe amountoffee
actually psid. This amount must be within $10.00 of the default fee in GLS.

Rural Development
Imaging Reposttary | with Chapter2 ofthe HB-3555. I

This dacument wil become partofthe permanent Rursl Development file a= & retained tiald ntin Jancel

File Running Record

Common Conditions to Conditional Commitment Checklist:

I:I FlOﬂIil]g Interest Rate D HUD Guidelines |:| Flood Insurance 100y Zone

|:| Escrow

D Repairs

‘:‘ Streamline Refinance
D New or Existing Condo

I:’ Final Signed Loan Application I:’ New Manufactured Home|

|:| New Construction
D Septic
[] wen

D Shared Driveway/Private Street]

D Mortgage Credit Certificate (MCC)

Full Documentstion File or Other Comments.

Attachment 15-B: Agency Documentation
and Processing Checklist (Internal Agency
Use)

Clarification: USDA Imaging guidelines are
in HB-1-3555 Chapter 2.

Chapter 16: Closing the Loan And Requesting the Guarantee

16.2

CLOSING THE LOAN
The lender has 90 days from the issuance of Form RD 3555-18/18F to close the loan.

If construction is involved, the requested expiration date of Form RD 3555-18/18E8 will
correspond with the projected completion of construction (i.e. Florida may have a new
construction period of six months, so the expiration of the commitment issued would
coincide with the construction period). Prior to expiration, of the conditional
commitment, the lender may request the Agency extend the conditional commitment for
one additional 90-day period if the lender has been unable to close the loan due to
circumstances beyond their control. New construction is limited to an expiration date,
including any extension granted. to no greater than 12 months from the issuance of the
commitment as provided in Chapter 15 of this Handbook. Examples of valid reasons for

90-day extensions might include construction delays due to weather conditions, repairs to

the home, or an inability to obtain construction materials resulting in work postponement.

The Agency must grant any approved extension in writing, either through a letter or a fax
that includes a signature of an approval approvingal official. Extensions of the term of

the Conditional Commitment must be maintained in the lender’s case file. The GLS
application page will be updated with the commitment extension.

16.2: Closing the Loan

NEW: “18E” is added to Form RD 3555-18
to indicate the form was issued
electronically.

NEW: New construction commitments

should not exceed 12 months, however 90
day extensions are provided for flexibility.
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A Power of Attorney may be utilized for closing documents. Any specific or general
power of attorney must comply with state law, and allow for legal enforcement of the
mortgage note in jurisdiction. The initial loan application may not be executed by a
power of attorney except for military personnel on gverseesoverseas dutyassi ent or
on an unaccompa_med tour, a.nd an i

the lender must provide evidence that the signer has authority to purchase the property
and to obligate the borrower.

Lender Centification. The lender must sign Form RD 3555-18//SE ot willbe
subject to electronic certification-when using the Agency’s automated method of loan
closing, to certify that no major changes have taken place that would affect eligibility for

the loan guarantee, except those approved by the Agency in writing, and that all
conditions specified on Form RD 3555-18/18F have been met._Whether a lender certifies
bv executing Form RD 3555-18/18E or submits the request electronically. the lender
certifies to the following:

®  No major changes have occurred since the issuance of the Conditional
Commitment for Single Familv Housing Loan Guarantee that affect the
subject loan request. except anv that have been approved by the Agency in

writing.

® The loan closed in accordance with the amount (equal to or less than) and
conditions set forth in Formn RD 3555-18/18E. The lender will be subject to
additional criteria if the loan is closed for an excessive loan amount. An excessive
loan amount occurs when the lender closes a loan in an amount higher than
permitted by Form RD 3555-18/18E. To obtain a Loan Note Guarantee. the lender
mav choose to reclose the loan to the guarantee amount as reflected on the Form
RD 3555-18/18E. or request a revised Form RD 3555-18/18E. A revisedForm

RD 3555-18/18F is subject to continued eligibility as set forthin 7 CFR part 3555
and the availability of funding.

o Ifthe interest rate was not fixed at the time the Conditional Commitment
for Single Family Housing Loan Guarantee wasis issued. and the interest
rate increased between issuance of the Conditional Commitment for Single
Family Housing Loan Guarantee and loan closing. the change is noted and
documentation of the fixed rate. at lock. is submitted.

o If either or both of the underwriting ratios are exceeded. as a resultof an
interest rate increase, compensating factors that demonstrate sufficient

repayment continues to exist, is required. Documentation supporting the

increase must be included in the Loan Note Guarantee request.

o No default exists.

16.2: Closing the Loan
Clarification: Minor changes are provided
regarding acceptable Power of Attorney for

military personnel and incapacitated
borrowers.

16.2: Closing the Loan
NEW: “18E” is added to Form RD 3555-18
to indicate the form was issued

electronically.

NEW: The lender certification is broken
down for clarification.

16.2: Closing the Loan

NEW: The lender certification is broken
down for clarification.
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* The lender has not imposed any charges or fees against the borrower in excess of 16.2: Closing the Loan
those permissible as set forth in 7 CFR part 3555.

NEW: The lender certification is broken
* The information submitted to the Agency is true. accurate and complete. down for clarification.

¢ The information obtained in the loan application was obtained directly from the
borrower by an emplovee of the undersigned lender or the lender’s duly authorized

agent and is true to the best of the lender’s knowledge and belief.

® The creditreport submitted on the subject borrower (and co-borrowers(s). if any) was
obtained by the undersigned lender or the lender’s dulv authorized agent directlv from
the credit bureau which prepared the report and was received directly from said credit
bureau. The lender represents credit documentation has been re-verified since
issuance of the Conditional Commitment, if the verification at closing was in excess
of 120 days of the loan closing. Updated documentation is retained in the lender’s

permanent loan file.

¢ The verification(s) of employment and verification(s) of deposits. if applicable were
requested and received by the lender of the lender’s dulv authorized agent without
passing through the hands of anvy third persons and are true to the best of the lender’s
knowledge and belief. The lender represents emplovment and/or asset documentation
has been re-verified since issuance of the Conditional Commitment. if the verification
at closing was in excess of 120 davs of loan closing. Updated documentationis

retained in the lender’s permanent loan file.

®  The loan to the named borrower(s) meets the income and credit requirements of 7
CFR part 3555 and other applicable regulations concerning guaranty of loans.

®  The loan conforms to the applicable provisions of 7 CFR. part 3555.
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e All planned property acquisition (construction, repairs, alterations or improvements) 16.2: Closing the Loan
has been completed upon which the market value of the property is predicated unless:

NEW: The lender certification is broken
o An escrow account has been established in accordance with 7 CFR down for clarification.
3555.202(c) and Chapter 12 of the Single Familv Housing Guaranteed Loan
Program Handbook (HB-1-3555).

o Lender confirms development/repair work for which an escrow account was

established has been: O completed or O will be completed within 180 days

of loan closing. Ifincomplete.the lender agrees to confirm
development/repairs are complete in writing or presentation of the final
inspection to Rural Development. Note: Confirmation development/repair
work is finished is not required for issuance of a Loan Note Guarantee. but is

required upon completion of the work. Remaining escrow funds that represent
loan funds must be applied to the principal loan amount.

« The required hazard insurance coverage is in effect. Flood insurance has been 16.2: Closing the Loan
obtained. as applicable. if the structure is located in 100 year special flood hazard
area. NEW: The lender certification is broken

. . . down for clarification.
« All Truth-in-Lending requirements have been met.

« All equal employment opportunity and nondiscrimination requirements have been
met.

+ The loan has been properly closed and the required security instruments. including
recapture of subsidy (as applicable) has been obtained.

. The borrower(s) have marketable title to the collateral now owned by the
borrower subject to the instrument securing the loan to be guaranteed and any other
exceptions approved in writing by the Agency.

+ Lienpriorities are consistent with the requirements of the Conditional Commitment
for Single Family Housing Loan Guarantee. The security instrument has been
recorded and is a good and valid first lien on the property described.

« The loan proceeds have been disbursed for purposes and in amounts consistent with
the Conditional Commitment for Single Family Housing Loan Guarantee.

+ _There has been no adverse change in the borrower's financial condition or any other
adverse change in the borrower's situation since the Conditional Commitment for
Single Family Housing Loan Guarantee was issued by the Agency.

+  All inspections in accordance with 7 CFR §§ 3555.201 and 3555.202 and Chapter
12 of HB-1-3555 have been obtained. Evidence of inspections has been retained

in the lender’s permanent loan file.

« All other requirements listed in the Conditional Commitment for Single Family
Housing Loan Guarantee have been met.

« Copies of the credit and security instruments submitted herewith are true and exact 16.2: Closing the Loan
copies as executed and filed for record.

NEW: The lender certification is broken
«  If the sale of the note or transfer of servicing occurs subsequent to this certification.  down for clarification.
the lender agrees to notifv Rural Development in accordance with 7 CFR § 3555.54.
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Acceptable Closing Documents

If all of the closing documents are acceptable, the Agency will issue the loan note
guarantee within 15 calendar days of receipt of the closing package. For those closings
submitted without benefit of the Agency’s electronic loan closing process, the Agency
staff will prepare Form RD 451-2, “Schedule of Remittances " to transmit the guarantee
fee to the Deputy Chief Financial Officer via the “Lock Box.” Lenders who utilize the
electronic method of loan closing will submit their guarantee fee electronically througha
pre-authorized debit. In all cases. the Loan Note Guarantee should be issued
electronically by the Agency. Agency employees have been provided with instructions on
closing the loan. Users should follow the Manual Submission euidance in Quick Steps to
Close GRH Loans Using Electronic Customer File document located in the Agency’s
SharePoint website. The Asencywill execute Form RD 35355172 “LoanNete
Guaranteewhichis-the official loan suarantee document—A system generated Form
RD 3555-17E; “Loan Note Guarantee” will be issued to lenders-, which is the official
loan guarantee document. whe-reguest cuaranteesthroush the antomatedloanclosing
method—Agency staff will enter the information into the Guaranteed Loan System when
the closed loan meets the conditions set forth in the conditional commitment. The loan
note guarantee does not take effectuntil Form RD 3555-17 (or Form RD 3555-17E) is
executed or issued by the svstem generated method. The Agency will send Form RD
3555-17 (or Form RD 3555-17E)and the “Loan Amortization Schedule,” which outlines
any annual fees due on the loan, to the lender for attachment to the promissory note. For
those transactions submitted without benefit of the Agency’s electronic loan closing, the
Agency will transmit the executed Form RD 3555-17 and the “Loan Amortization
Schedule” electronically as instructed earlier in this Section. The Agency retains a copy
for the Agency’s imaging repository. For those lenders utilizing the electronic loan
closing the Ageneya workflow action will notify the lender to retrieve Form RD 3555-
17E and the “Loan Amortization Schedule” upon completing a review of closing
documents.

Flood Insurance

If a dwelling is located in a Special Flood Hazard Area (SFHA,) as
identified by the FEMA, the community must be located within a National
Flood Insurance Program (NFIP) participating community and the
borrower must obtain flood insurance. The lender must ensure the
borrower continuously maintains flood insurance for the life of the loan
and that the policy is in force at the time of loan closing. Flood insurance
must cover the lesser of the outstanding principal balance of the loan(s) or
the maximum amount of coverage allowed under NFIP. Unless a higher
amount is required by state or federal law, the maximum deductible clause
for a flood insurance policy should not exceed the greater of $1,000 or 1
percent of the face amount of the policy. Existing dwellings for the
SFHGLP are eligible if flood insurance is available. Existing properties
are not subject to the Agency’s requirements within RD Instruction 1940-
G Exhibit C. Additional requirements. in accordance with Chapter 12 of
this Handbook may be required when a propertyis not served by a public
sewer system. See Section 12.10B of Chapter 12 for additional
information.

16.6: Agency Review of Closing
Documents and Issuance of the
Guarantee

B. Acceptable Closing Documents

NEW: Loan Note Guarantees should be
issued electronically by USDA.

16.11: Ownership Requirements
C. Insurance Policy Requirements
2. Flood Insurance

NEW: Guidance is included in reference to
flood insurance requirements and safe
water precautions when properties are
located in a SFHA.
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File Stacking Order Checklist
Post Loan Closing — Issuance of Loan Note Guarantee

Please stack the loan closing package in the following document order:

Form RD 1980-19, “Loan Closing Report”

Note: This form is not required if Lender is participating in automated lender loan closing.
The date of closing is defined as the settlement date as it appears on the HUD-1 Settlement Statement, Block I.

Guarantee Fee — Payable to USDA or Rural Development- include acopy of Page 1 - Form RD 3555-18/18F

Note: Lenders participating in automated lender loan closing will utilize pay.gov to submit the guarantee fee.
If not an automated lender loan closing lender, when submitting electronically, submit the paper checkto the physical

Iocation noted on the “Identification of Electronic Delivery” st https://usdalinc sc.egov.usds pov/USDALIncTrainingResourceLib.do
with a copy of Form RD 1980-13, "Loan Closing Report”.

Form RD 3555-18/18E, Lender Certification
Lender is certifying all conditions listed or appearing on the commitment and/or GUS Underwriting and Findings Report for this applicant have been
fulfilled, the security instrument has been recorded and is @ good and valid first lien on the property described

Note: Lenders participating in automated lender loan closing are not subject to submittal of this certification
For those lenders submitting manually, complete form and execute

Identify servicer and investor, If known

include all Attachments to Form RAD 1980-18.

Inspections, plans, warranties are retained in the lender’s permanent file

Promissory Note, copy with appropriate riders, if any

Note: The loan amount of the Promissory Mote must be equal to

or less than the amount identified on Form RD 3555-18.

The interest rate must be equal to or less than the rate identified on Form RD 3555-18

Note: Anychange of interest rate of loan amount after issuance of Form RD 3555-18/18E must be approved by RD prior to loan
closing.

Final HUD-1 Settlement Statement, copy of final
The submitted form does not require signature.

Additional Conditions, as noted on Form RD 3555-18/18E or supplemented by Attachment

Submit documentation of required conditions, as applicable.
Those conditions indicating the lender should “Retain in Lender’s Permanent File” should not be included in post-closing documents.

Chapter 17: Regular Servicing-Performing Loans

» Insurance claims for structural damage may be paid directly to the homeowner to
advance funds to contractors, provided all of the following conditions are met:

* Themortgage is current.

*  Theborrower’s payment history does not show delinquencies of two
payments or more.

o  Theproperty is occupied by the borrower(s).
o  Thereleased funds maynotexceed $185/000.00.

o  Theborrower(s) must execute an affidavitin which the borrower(s)
expressly agree to apply the released fundspromptly to repair or
reconstruct the residence.

Lenders must submit monthly default reports and quarterly status reports indicating
the status of loans theyare servicing. The reports are submitted via Electronic Data
Interchange (EDI) to the Offiee of the Deputy Chief Finaneial Officer National Finance
and Accounting Operations Center (BEEONFAQC). New servicing lenders will enter
into an agreement to electronically report the status and default status of SFHGLP
portfolio serviced. Lenders seeking information regarding electronic status reporting may
obtain, view or print a guide” Electronic Data Interchange Implementation Guide” and the
corresponding “Trading Partner Agreement™ at:
https://usdaline.sc.egov.usda gov/USDALincTrainingResourceLib.do. Scroll to

“Electronic Status Reporting.”

If a lenderis unable to sell a loan and/or retains the loan for servieing, contact the
PCEONFAOC at RD.DCFO.GLB(@stl.usda.govto initiate the process for default and
status reporting in addition to payment of annual fees. Failure to record timely defaults or
status repotts is a violation of a lender’s participation agreement and could resultin a
reduced or denied loss claim payment.

Attachment 16-A: Loan Closing Stacking
Order Checklist

NEW: “18E” is added to Form RD 3555-18
to indicate the form was issued
electronically.

Section 1: Servicing Performing Loans
17.2: Required Servicing Actions

E. Maintaining Hazard Insurance and
when applicable, Flood Insurance

NEW: Released insurance funds to the
borrower may not exceed $15,000.

Section 1: Servicing Performing Loans
17.3: Reporting Requirements

Clarified: DCFO references have been
changed to reflect the new title: National
Finance and Accounting Operations Center
(NFAOC).
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2 Net Proceeds

plansed-The netca:

outstandine debt or be used to improve theproperty. Unless the outstanding debt is paid

shproceeds must be used to reduce theprincipal balance of the

in full the borrower should receive no cash from the transaction. All netproceeds should

be applied in the following order:

1. To pay customaryand reasonable cost related to the transaction owed by the

borrower.
2. Tobe applied on a prior lien debt. if anv.

3. Tobe applied to the outstanding balance or used for improvements to the security
property. If the funds are to be used for property improvements. the lender should

release the funds as the improvements are completed. The lender must ensure that the

proceeds are used as planned. Any funds remaining after the improvements are
completed must be applied as a principal curtailment.

B. LenderDelegation

USDA approval is not required for the voluntary or involuntary release of the security

provided that all of the following conditions are met:

e The portion of the property being conveyed does not exceed 10% of the area of the

mortgaged property

e Thereis no damage to existing structures or other improvements

s Thereis nounrepaired damage to sewer. water. or paving
e All of the pavment received as compensation for the taking of the property is applied

to reduce the unpaid prineipal balance of the mortgage. and

¢ Theconveyanceoccurs after the mortgage loan was guaranteed.

B:C. Processing a Partial Release - Lender

To process a partial release under the delegation authority described above. the
lender must complete and/or document the followingactions. If the lender eventually files

-

a loss claim. the claim must be accompanied by the lenders certification that all

requirements have been met.

Section 2: Borrower Actions Requiring
Lender or Agency Approval

17.7: Partial Release of Security

A. Conditions for Partial Release

2. Net Proceeds

Deleted: The ability to release net cash
proceeds to the borrower when the LTV
post release will be 90 percent or less is
removed.

NEW: Net cash proceeds from a partial
release of property must be applied in the
order presented.

Section 2: Borrower Actions Requiring
Lender or Agency Approval

17.7: Partial Release of Security

B. Lender Delegation

NEW: Lenders are delegated to approve
partial releases when the required
conditions are met.

Section 2: Borrower Actions Requiring
Lender or Agency Approval

17.7: Partial Release of Security

C. Processing a Partial Release-Lender

NEW: Guidance is provided for lenders to
process a partial release.
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©:D. Processing a Partial Release - Agency

If Acencv approval is required and the lender is nationally approved. the request
will be sent to the National Office. State approved lenders will send requests to the state
contactin which the propertyis located. Insuchecases the lender should send evidence of
all completed actions to the agency forreview. National and state contact information
may be found in Appendix 4 of this Handbook.

The approval official will analyze thelender’s request for partial release and consider
the following

» Estimate of value prior to the proposed release;

s Estimate of value after the proposed release;

s Lossin value attributed to the proposed release;

e The use or purpose(s) to which the released property would be put to;

e The estimated cost of proposed improvements to the remaining property;

e The estimated value of the remaining property after any proposed improvements
are completed;

* Consideration if the remaining mortgage securityis less marketable as a result of
the release.

A decision on a case-by-case basis will be made if a reduction to the principal
mortgage balanceis required as a condition to approval of the partial release request. ¥

Notification of approval/denial will be communicated to the lender. Any denial must
state thereason(s) for denial in detail.

Section 2: Borrower Actions Requiring
Lender or Agency Approval

17.7: Partial Release of Security

D. Processing a Partial Release-Agency

NEW: Guidance is provided for Agency
staff when USDA must approve the partial
release.

Deleted: The ability to release net cash
proceeds to the borrower when the LTV
post release is 90 percent or less is
removed.
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Chapter 18: Servicing Non-Performing Loans — Accounts with Repayment Problems

18.5

LOSS MITIGATION OPTIONS

The lender should make every possible effort to assist borrowers who are experiencing
financial hardship and are willing to cooperate in resolving a default situation. Loss
mitigation must be used, where appropriate, to reduce losses to the government and assist
the borrower in retaining homeownership. Possible methods for bringing an account
current include an informal payment agreement, special forbearance agreement or loan
modification. Special forbearance agreements and loan modifications should be used when
information in the servicing file supports the borrower’s ability and willingness to pay.
Voluntary liquidation methods such as pre-foreclosure sales and offering a deed-in-lieu of
foreclosura may used to protect the Government’s interest once the lender has exhausted
other servicing options.

Traditional/standard loss mitigation options must be exhausted prior to use of Special
Loan Servicing Options. Consideration must be given to both options prior to initiation of

liguidation.

The Agency’s Loss Mitigation Guide was developed to assist lenders with the loss
mitigation process and options available to borrowers. See Attachment 18-A for the Loss

Mitigation Guide. Lenders may also view the saideguide onlineat:
https://usdalinc.sc.egov.usda.gov/iUSDALinc TrainingResourceLib.do. Scroll the page to

‘

“‘Loss Mitigation.”

Loss Mitigation «
Traii

Loss Mitigation Lender Training for SFH (Flash)

Documentation and Resources

Loss Mitigation Senvicer User Guide (POF)

Less Mitigation Guide(PDF h

RD Spacial Loan Senicing Final Rula (POF)

RO Special Loan Senicing Job Aid (POF)

Quick Reference Upload Loss Mitigation Documents(PDF)
Loss Mitigation User Agreement(PDF)

I critical item in any of these options is knowledge of the borrower’s financial

condition and an accurate determination of the borrower’s ability to repay any arrearage
and to continue making mortgage payments timely. Refer to the Loss Mitigation Guide in
Attachment 18-A for guidance regarding the following:

. Servicing Early Delinquent Loans;

. Informal Repayment Agreement;

* Loss mitigation overview:

. General policies. procedures and minimum actions that constitute effective loss
mitigation techniques:

. Special Forbearance;

. Traditional Loan Modification;

. Special Loan Servicing Options;

. Pre-Foreclosure Sale; and

[ Deed-in-Lieu of Foreclosure;

[ Servicing plan, checklists: disposition cost benefit analysis

. Reporting — EDI and status of mortgage codes

Section 2: Loss Mitigation
18.5: Loss Mitigation Options

Clarification: Prior to liquidation all
traditional and Special Loan Servicing
options must be exhausted.

NEW: Attachment 18-A “Loss Mitigation
Guide” has been added to HB-1-3555 and
online at USDA LINC.

Section 2: Loss Mitigation
18.5: Loss Mitigation Options

NEW: Additional items located in

Attachment 18-A are added to the bulleted
list.
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‘Without prior concurrence of the Agencv a lender should enter a foreclosure sale bid
< z-bid the percentage of fair market value
outlined on the attached USDA Individual State Based Bidding Chart at Attachment 18-D

of this Chapter.- The fair market value upon which the bid is calculated must be based on a
current appraisal of the property, in “as is” condition, with a 90-120 day marketing time
frame. If the interior of the security property is not accessible, the valuation will be based

on exterlor mspectlon only. %ﬁ%%ﬁefkéed—te—feﬁleet—peﬁyma%g—ee&s—

Lenders are responsible for ensuring that the value determination that forms the basis
for the bid provides a sound estimate of the market value of the property at the time of the
foreclosure sale. If a significant (20 percent or more) decline from the value established
when the loan was made and the pre-foreclosure valuation is evident, the lender is
encouraged to review the value determination in accordance with established quality
controls and be prepared to support the validity of and value, if called upon by the Agency
to do so.

The use of auction companies is permitted and encouraged for the foreclosure bidding
process. For successful third party foreclosure sales whereby an auction company was
utilized, the Agency will reimburse lenders for independent third party service fees (e.g.
auction service fees) they incur for an amount that does not exceed five percent (5%) of the
property net sales price. In order for Auction expenses to be eligible for reimbursement on
a claim. properties must be marketed for a minimum of 15 days prior to the scheduled sale
and sold for an amount equal to or greater than the “Net Value Bid”. Mortgage servicers
must ensure they employ a non-affiliated auction servicer to market properties.

18.11 SPECIAL RELIEF MEASURES [7 CFR 3555.307(c)]

The servicer must suspend any and all foreclosure actions for affected borrowers once
a disaster is declared. This applies to both the initiation of new foreclosures as well as

foreclosures alreadv in process. Gelrleeﬁeﬂ;lfuﬂaﬂeﬂeflfefeelewfeﬁuspeﬂswﬂef

n&Heﬂa%dis&s%e%afe&s&defmﬁed—b%FELLﬂr A.nv suspenswn Weuld—b&ls effectl\ eas of the
date the President declares a national disaster, and expires ninety (90) days from the date
declared unless extended by the Agency.

To be eligible for a suspension of esllectionand foreclosure activities, the property or
the borrower’s place of employment must be directly affected by the disaster. During the
suspension. servicers should consider the following factors in order to determine the
appropriate course of action Relevantfactorsto-considerin determining whetharto
R A T S e S S St e s St

Section 3: Acceleration and Foreclosure
18.7: The Foreclosure Process
B. The Foreclosure Sale

NEW: Without the concurrence of the
Agency lenders may bid the percentage
outlined per State in Attachment 18-D.

Deleted: Guidance regarding reductions for
REO costs, etc. has been removed.

NEW: Auction companies are permitted and
encouraged to liquidate a property. USDA
will reimburse lenders for these third party
fees when the guidelines are met: no more
than 5% fees of net sale price, marketed for
15 days, sold equal to or greater than net
value bid, and non-affiliated auction services
are utilized.

Section 4: Assistance in Natural Disasters
18.11: Special Relief Measures

NEW: Servicers must suspend current and
pending foreclosure actions in disaster
areas.

Deleted: Suspension of foreclosure
activities in disaster areas at the servicer’s
discretion is removed.

NEW: Suspension of foreclosure activities
will occur for the property or borrower’s
place of employment affected by the
disaster.
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In addition to existing workout options, borrowers may be offered rate and term Section 4: Assistance in Natural Disasters
modifications without the standard financial evaluation required subject to the following 18.11: Special Relief Measures
conditions:

NEW: Guidance for a disaster relief loan

¢ The loan was current or less than thirty (30) days past due as of the date of the R
modification is included.

applicable Disaster Declaration

® The Servicer performs a Verification of Employment (VOE) to determine the

borrowers emplovment status remains unchanged as of the disaster

®  Home damages have been repaired and the borrower is occupying the subject property.

®  Total modified mortgage pavment including taxes and insurance (PITI) is less than or

equal to the payment prior to modification

®  Borrower successfullv completes a three month trial period

The loan should be modified as follows:

*  Accumulated arrearages of delinquent interest and eligible unreimbursed servicer
advances. fees and costs shall be capitalized into the modified mortgage balance.

® The following steps should be completed to an extent that the target monthly modified
payment i1s achieved.

o Extend termup to 360 months

o Reduce rate down to no less than 50 basis points greater than the most recent
Freddie Mac Weekly Primarv Mortgage Market Survey (PMMS) Rate for 30-
vear fixed-rate conforming mortgages (US Average). roundad to the nearest
one-eighth or one percentage (0.125%). as of the date a trial payment plan is
offered to the borrower.

Attachment 18-A: Loss Mitigation Guide

NEW: The link to the Loss Mitigation Guide

ATTACHMENT18-A <« isadded as Attachment 18-A. The full Loss
LOSS MITIGATION GUIDE Mitigation Guide is published online on
USDA LINC.
T The following is a guide prepared for lenders of general policies,  «

procedures and minimum actions that constitute loss mitigation techniques. It

includes an example of a servicing plan. checklists and Disposition Cost Benefit

Analvsis. Lenders will utilize the policy within this guide to request and/or

process (if the delegated the authority by the Agency) loss mitigation actions to

assist the borrower in retaining theirhome and avoiding foreclosure.

This guide may also be accessed electronically online at

hittps://fusdaline.sc.egov.usda.cov/USDALinc TrainingResourceLib.do. Scroll the

page to “Loss Mitigation.”
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Overview of Loss Mitigation Guide Revisions

Other Eligibility Factors

The following general eligibility restrictions apply in all cases:

* [A borrower who has a pending/active chapter 13 bankruptey may be considered
for loss mitigation options; however, the servicer must fully document the
borrowers pending plan with items such as but not limited to a copy of the
proposed/ confirmed trustee plan. In addition the servicer must obtain trustee
approval prior to loss mitigation plan execution|

» Ifaservicingagreement, investor guidelines or applicable law restricts or
prohibits compliance with any steps outlined in this guide, the servicer must
maintain evidence in the loan file documenting the nature of any deviation from
the provided guidance.

Income Verification

[Non-Borrower Income

Divorce / Legal Separation|

[Delegated Loss Mitigation

scenario. When verifying income of a borrower servicers should use good business
judgment consistent with how they evaluate borrowers when modifying loans held in
their own portfolio but at a minimum provide the following:

Wage or Salary income:
Paystubsnot more than 90 days old at time of submission to servicer. that coversat

least 30 days of earned income.
Borrowers most recent W-2 or executed tax retums

Self-Emplovment Income:
Most recent quarterly or YTD profit and loss statement along with a copy of the most

recent executed Tax Retum Audited financial statetnents are not required

Other/ Benefit Income
Bonus, commission. tips. overtime. etc. income must be documented with reliable
third party evidence that such income is consistent and likely to continue.

Benefit income including but not limited to social security, disability. public
assistance and Supplemental Nutrition Assistance Program (SNAP) benefits can be
considered income for the purpose of loss mitigation. Benefit income must be
documented through award letter, exhibits, or benefits statements from the provider or
evidence of receipt to the borrower]

on- TaxableIncome _

The servicer, at its discretion. may “gross up” income not subject to Federal Taxes.
‘When grossing up any income the servicer must document and support the amount of
grossed up income and should use the same tax rate for grossing up that the borrower
used to calculate his/her tax from the previous year.

Income from a non-borrower who also occupies the property may be used to support
‘payments under all loss mitigation options with the following restrictions:

*  Occupancy must be fully verified

*  Servicer should conduct a financial review of the entire household income
and expenses to determine if there is sufficient surplus income to pay back
the arrearages

*  Servicersshould consult their legal counselto determine if the asset is
eligible for loss mitigation since the Non-Borrower is noton the original
mortgage

*  When a borrower uses a non-borrower household member’s income in
qualifying for a loss mitigation home retention option and that non-borrower
household member will be included on the modified note, the non-borrower
household membermust sign all required loss mitigation documentation.

obligated borrower when determining eligibility for all loss mitigation options,
providing the court has deemed the borrower notresponsible for the mortgage. The
remaining obligated borrower must provide the fully executed legal document (i.e.
Divorce Decree) that shows the court’s order, as well as an executed Quit Claim if
necessary. If documented, the divorced/separated party does notneed to sign any
required documentation forthe purposes of loss mitigation.

received concurrence from RD prior to implementing a loss mitigation servicing plan.
Delegation of all loss mitigation activity under this waiver to the serviceris the
preferred method for USDA RD; however, the servicer must demonstrate they no
longer require oversight from the agency.

General
Other Eligibility Factors

NEW: Guidance is added to allow loss
mitigation review for a borrower(s) in
bankruptcy.

General
Income Verification
Other/Benefit Income

NEW: This section was added to standardize
income documentation requirements for all
loss mitigation options.

NEW: New documented income types may
be considered for repayment income to
determine eligible loss mitigation solutions.

General
Non-Borrower Income

NEW: Non-borrowers who occupy the
property may have their income considered
to determine eligible loss mitigation
solutions when each bullet is met.

General
Divorce / Legal Separation

NEW: Loss mitigation solutions may be
determined without an obligated borrower
when documentation states they are not
responsible for the mortgage.

General
Delegated Loss Mitigation

NEW: A new section was added to
introduce delegated loss mitigation.
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Pursuantto section special loan servicing shall be us edto bring the borrower's mortgage payment to income ratio as

ratio is defined as the mon.th.lymongage payment (principal. interest. taxes. insurance and association dues) if
applicable) for the modified mortgage divided by the bomrower’s gross monthly income.

State

Alzbama
Alazka
Atizona
Arkansas
California
Colorado
Connecticut
Deelaware
Florida
Georgia
Guam
w2t

Tdaho
Minois
Indianz
Towa

[Kanzas
Eentucky
Louisiana
Maine
Miaryland

Massachusetts?

Michigan
Minnssota
Mississippt

ATTACHMENT 18-AB

ACCEPTABLE STATE FORECLOSURE TIME FRAMES

Typical
Security
Document

Mortgage
Dead of Trust
Deed of Trust
Deed of Trust
Deed of Trust
Dezd of Trust

Mortgage

Mortgage

Mortgage
Security Deed

Mortgage

Mortgage

Mortgage

Deed of Trust
Mortgage
Mortgage
Mortgage

Dead of Trust

Mortgage
Mortgage
Mortgage
Mortgage
Deed of Trust
Mortgage
Mortgage

Mortgage
Mortgage Dead
Deead of Trust

Foreclosure Method

Reasonable Diligence Time Frames
In Months (Days)! —

9/1/201401/01/2016]

Judicial

\un -judicial

43 (12300
11 (330)
622 (18660)

312 (240365)

9270

16 @480)
% 0410)
9(270)

10 (300)
g 270)

1" (JID)

(“D)

Effective

10365)

First Legal Action to Commence
(Initiation) of Foreclosure

Publication
Recording of Notice of Default
Recording of Notice of Sals
Recording of Notice of Default
Recording of Notice of Default
Filing of Foraclosurs Docs with Public Trustee
Delivery of Complamt to Sheriff
Complaint Filad
Complamt Filed
Publication
Posting znd Publishing of Notice of Sals
Publication of\ouce of Intznt to Foraclose

Publicat i

F—eﬁsle;ef,’emk int
Recording of Notice of Default
Complaint Filad
Complamt Filed
Petition Filed
Delivaring Moticato CleekFiling of Noti
Volunterv Foreclosure Agreement with R=331 der

Complzint Filad
Complzint Filad
Petition for Executory Process
Complaint Filad
Filing an Order to Dockst
Petition in Equity

hars Tzl

Filmg Complaint Balativata £
Publication

Publication
Publication

! State forsclosure time frames are displayed in months and convertsd to reazonzble days expectad.
* The servicer must first obtzin 2 Judgment from the Land Court certifying that the owners of the property being forecloged zre not

entitled to relief under the Servicemembers Civil Relief Act (SCERA).

Special Loan Servicing (SLS)

NEW: The maximum allowable PITI ratio for
SLS cannot exceed 36 percent.

Attachment 18-B: Acceptable State
Foreclosure Time Frames
Page 1

Revised: Formerly Attachment 18-A.

Clarified: Items were updated as necessary
to align with HUD’s amended State
Foreclosure Timeframes and Reasonable
Diligence documents effective January 1,
2016. Therefore these time frames will
apply for all foreclosures initiated with the
required first legal action on January 1, 2016
forward. These timeframes do not apply to
foreclosures already in process at the time
this revision of HB-1-3555 is effective.
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Non-judicial Judicial
Dissouri Deed of Trust 45 (12300 Publication
Idontana Trust Indenture 0 (2170) Recording of Notice of Sale
Nebraska Deed of Trust 28 (152400 Publication of Notice of Sale
Mortgage 68 (18240) Petition
MNevada Deed of Trust 17 (2510) Recording of Notice of Default
New Hampshire | Mortgage 48 (122400 Publication
New Jersey Mortgage 138 (435700 Complaint Filed
MNew hMexico IMortgage Q18 (123400 Complzint Filad
MNew Yotk Mortgage 1821 (376300 Complaint Filed
Morth Carolina | Deed of Trust 30(15270) Notice of Hearing
MNorth Dakota Iortgage &15 (244500 Complzint Filed
Ohio Mortgage Deed 123 (3600) Complaint Filad
Oklzhoma IMortgage 013 (27300) Petition Filed
Oregon Deed of Trust 214 (2H20) Recording of Notice of Default
Pennsylvania Mortgage 112 (32570 Complaint Filed
Puerto Rico Iortgage 148 (42340) Complzint Filed
Rhode Island Mortgage 16 (1480) Publication
South Carolina Mortgage Q14 (224200 Complaint Filad
South Dakota Mortgage 143 (3680) Complaint Filed
Deed of Trust 9(270) Publication of Notice of Sale
Tennesses Deed of Trust 4(120) Publication
Texas Deed of Trust 37 (82100 Posting and Filing of Notice of Sale
Utzh Deed of Trust 612 (183650) Recording of Notice of Sale
IMortgage 112 (33065) Complzint Filed
Vermont Mortgage 4(120) L1421 (426300 Complaint Filad
Virgin Islands IMortgage 13 (4300 Complzint Filad
Tirginia Deed of Trust 47 (124100 Publication
[Washington Deed of Trust L6 (1480) Recording of Notice of Sale
[West Virginia | Deed of Trust 5 (1300 Publication
[Wisconsin Mortgage 12 (3603) Complaint Filad
Wyoming Mortgage 6 (180) Publication

Attachment 18-B: Acceptable State
Foreclosure Time Frames
Page 2

Revised: Formerly Attachment 18-A.

Clarified: Items were updated as necessary
to align with HUD’s amended State
Foreclosure Timeframes and Reasonable
Diligence documents effective January 1,
2016. Therefore these time frames will
apply for all foreclosures initiated with the
required first legal action on January 1, 2016
forward. These timeframes do not apply to
foreclosures already in process at the time
this revision of HB-1-3555 is effective.
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ATTACHMENT 18-CB
ACCEPTABLE STATE LIQUIDATION COSTS AND FEES
Schedule of Standard Attorney/Trustee Fees
Effective 1/1/2016

STATE NONJUDICTAL JUDICTAL BANERUPFICY | POSSESSORY | DEED-TN-
FORECLOSURE FORECLOSURE | CLEARANCE ACTION LIEU
AK ) IeET Varies™ R RESTII] 00
AL 001 3337 Varies© i) 00
AR Varies™ §2E300 §400
AT Varies™ $25400 S400
CA Varies™ §a2530 S400
[#4] Varies™ 25450 S400
CT Varies™ WL 1] 00
DE Varies™ §22450 §400
FL Varies™ 55400 §400
GA Varies™ L0 S400
GO Varies™ 3200 00
HI Varies™ 5323 00
T4 Varies™ §53230 §400
D Waries™ 55400 §400
IR Varies™ 5400 S400
N Varies™ KL R S400
ES Varies™ R [1]1] 00
ET Varies™ WL 1] 00
LA Varies™ §25300 §400
A §2,00350 Varies™ §623 §400
MD 52000 Varies™ KR WESTII] S400
ME SLLE300 Varies™ 5323 S400
MI 1 5000F Varies™ LEEBE] 00
MN 1005450 Varies™ B3 00
MO EE13550 Varies™ =450 §400
ME SR 3007 Varies™ 55400 §400
MT $1.00250 Varies™ WL 1] S400
[ L Ik Varies™ A WEE 1] 5400
WD 1. 5E00 Varies™ 32500 00
NE S1I50000F 001950 Varies© 552330 500
NH § RELTI] Varies™ I3 §400
NI Varies™ R WEST )] S400
WM Varies™ 25400 S400
NV SLI00EES Varies™ 55650 00
NT Varies™ 123 00
OH Varies™ 525600 §400
[0)24 Varies™ §2E550 §400
OF $1.000475 Varies™ WL 1] S400
FA Varies™ L E B E%Ti] S400
FE Varies™ 3300 00
FI 1300735 Varies© 5523 00

Attachment 18-C: Acceptable State
Liquidation Costs and Fees
Page 1

Revised: Formerly Attachment 18-B.

Clarified: Items were updated as necessary
to align with HUD’s amended Acceptable
State Liquidation Costs and Fees effective
January 1, 2016. Therefore these costs and
fees will apply for all foreclosures initiated
with the required first legal action on
January 1, 2016 forward. These costs and
fees do not apply to foreclosures already in
process at the time this revision of HB-1-
3555 is effective.
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S'[ ATE NON-JUDICIAL JUDICTAL BARNKRUFICY | FOSSESSORY | DEED-IRN-
FORECLOSURE FORECLOSURE | CLEARANCE ACTION LIEU

5C §12.83700 Varies™ =450 §400
5D pEaa) S1. 5800 Varies™ 332400 5400
iy S1 300900 Vares ™ 5373 500
TX S9001 373 Varies™ 3325400 §400
TT 591373 5023 Varies™ 322400 $400
VA S 3008 Vares ™ 55600 5400
I 51500 Vares ™ 5300 500
VT 270330 Varies™ 5373 §400
WA 31,0300 Varies™ 332450 5400
WI S 30050 Vares ™ B0 500
AiAY 51.00750%= Varies™ B0 00
WY 31002350 Varies™ =000 S400
Footnotes:

(1) The fee covers the combined attomey’s and notary’s fees.

(2) This fee applies to stsist completed foraclosures. If the mortezge loan is reimstated. the maximum fee i
amount allowed under applicable law. notto exceed 3723 for remstatements affer recording the Notic:

fault but before mailing the Notice of Sale. or $1075 for reinstatements after mailing the Notice of §
before the Trustee's sale. foraclosureordars a Eoraclosuraby Sala_the fas will ha S1 050

(3) Anadditional 5200 will be permitted when the propertvis sold to 2 third partv and the attormsy must perform
zdditional work to complete the transfer oftitle to the successful bidder. Thefeacaversboth-thaattomens 5
and the trustes’s commizzion (or statutony faa).

(4) Thets fee applies to Strict Foreclosures. If the court orders 2 Foreclosure by Sal= (ora Fcreclc sure by Markest
Sale on o after January 1. 2013). the fee will be §2.700. ncludes raimbursement of any faa forthe attomer”

1
e

the
e but

(3) Thefes merss -"*"t'.““ i foraclosuraizachisved by summanyiudomentinclndes the attomey’s fas. the
notary’s fee and the truste .,mmissi.,n of statitory f
(6} In addition to thae allogeah rarlasura £ .g-n-m Haat

tate licapnsad anchonesr 1 qﬂ tad b +'In landar and ZFPLET r'H-w tha copsrt I'Ra;aﬂ ad

£ fyunto 82504 alloswrad for tha samse £a

("} Tha fas meran to 51 '_"""-' v 2 pon mdicial foraclosys -v--—»g gm rrhish 1] i joas £

“p* cesdings subssquant’ that imvelva sagistered land A foe of $3.950 “ﬂll:=1‘=m1ma4 For judicial foreclosurss
in locations other than Honolulu Comnty.

The fas melndas than o fam Apaddinana] £ £E2504: allowad foy ap ottosperr congt IpPAIIING fora

Fra

(8) This fee selates to the sxarcizs of the power afzale under o deed of st [Reserved -
(9) This fea applies to foraclosuras other thon those conductad in Meww Vork Citv ond Long Lelond 4 faa 052 400
applies to foraclosuses conducted in the fve boroughs of Maw Vork City (Bronx Brooklvn Kinns Maophatton

Qusens and Sinten Tslond) ond i T ona Lelond (s czon and Spffall Counties\Tn New York the non-judicial

forzclosure process is to be used only m connection with cooperative shareloans. The fee includes all stepsin

the foreclosure process. including the transfer of the stock and the lease for an occupied cooperative unit. The
allowable fe= for judicial foreclosures m New York where ndoment is obtzined 2s 2 result of an uncontested
trial is established at $3.650. For judicial foreclosures in the City of New York and on I ong Island (Nassau
and Suffolk Counties). the allowable fee 1z $3.500 (or $4 250 ifiu:lzment iz obtaimed via uncontested trial).

(10) Thefeacovers cortzin sdditional lagal octions necessan-to complate the forsclosurs_mcluding motions ¢
postponsor salist 2 2als and motions o rea damagas]n addition to the allowable forsclosurs fee USDA
mll pav 2 notary fee up to the greater of 5250 or one percent (1%4) of the bid amount on the mortgage being
foreclozad.

Attachment 18-C: Acceptable State
Liquidation Costs and Fees
Page 2

Revised: Formerly Attachment 18-B.

NEW: Footnotes have been updated with
additional guidance, dates, fees, etc.
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(11) The allowable fe= fo
established 2t & _ I addition to the allowabls foraclosurs fea S50 iz allowad for 2 notar faa for

o nnrla‘r d for pan Elotparar i 2 dasd -mahru-'l ala sopm e'l- anacutad S-HIEEEH;S!: HEGHJEI 1;_”_-&' tha

. T

alloead St fhe notan 5
(12) When 2 servicer raque
omote ;bcve. the servicer’s reimbursement request must contzin 3 description or sufficient supporting

LI oheirimrrmmes e ol cemped pne s duenl

comulatad  The mpasdmpm atoan™s fop o

in 2 foo
documentstion to allow USDIA to proparly evaluate the re

= T
bosad onth ﬂlﬂﬂ},f:v“wf‘arlvh<nh th anlw1}+m nobion i flad

(13) This fee assumes that all required procedural steps have been completed. The maximum attomev fes varies

based on the chapter under which the banlruptey action is filed.

*_For Chapter 7 bankrupteies, the maximum allowzble fee is 38321175
1 I'...,tt.,n_:.,rR=lt= i S 30

MMotion for Relisf 1z 5850

*_For Chapter 1112 =ud—-bank:n.pt|:1es the maxmum zllowable fee is $42,8100.
zfign & Plan Review 15 §750

Objection to Plan is 530
Motion for Relief 1z $83

5
3

s For Chapter 13 bankmpteies. the maximum allowable fee 12 52 850
Proof of Claim Preparation & Plan Review & 5650

Objection to Plan iz $500

Motion for Relief iz $850

Payment Change Notification (ifneeded) 1z 550

WNotice of Fees. Expenses. and Charpes 13 100
Post-Stipulation Default | Stay Termination 15 $30. 3200
Response to Final Cure Payment Notice is 330 (agreed) / 5300 (objection)

el L=2N (Y FE (W [ TR

or for e:l.,sm*s in Florida. where judement is obtained 2s a result of an uncontested trial. is -

uests reimbwsement from USDA for 2 fee amount bazed on specified conditions contamed -

Attachment 18-C: Acceptable State
Liquidation Costs and Fees
Page 3

Revised: Formerly Attachment 18-B.

NEW: Footnotes have been updated with
additional guidance, dates, fees, etc.
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ATTACHMENT 18.D Attachm.en.t 18-D: USDA Individual State
TISDA INDIVIDUAL STATE BASED BIDDING CHART Based Bidding Chart

NEW: Bidding guidance is provided for each
State. The listed percentage may be bid
without USDA concurrence.

usDA Bid USDA Bid
Percentaze Percentaze
State [Bid % of Value) State {Bid % of Value)
AK 80% MT 80%
AL 1% MNC 2%
AR 3% MND 642%
AZ 80% NE 80%
CA 80% MH 80%
o 80% M 69%
T 8% ulit] 80%
bc 80% NV 72%
DE 72% Y 80%
EL 78% OH 76%
GA 8% Ok 80%
al} 80% OR 80%
1A 69% PA 72%
D 78% Rl 80%
IL 66% sC 68%
N 1% 20 80%
KS 74% N 78%
KY 12% I 80%
LA 80% ut 80%
MA 80% VA 9%
MD 7% VT 3l%
ME 8% WA 80%
il 15% Wi 8%
MN 80% wv 78%
MO 76% wy 78%
s 74%

Chapter 19: Custodial and Real Estate Owned Property
B. Appraisal 19.4: Property Disposition

To determine the property’s value, the lender must arrange for an appraisal. Appraiser/client B. Appraisal
confidentialityunder USPAP Ethics Rules does not permit the appraiser to discuss the appraisal with

anyone other than the client, without the client’s permission. Thereferd| NEW: USDA does not have to be listed as an

It recommended, but not required. that USDA/RD ssustbe identified as both a client and an intended intended user on the appraisal report.
user with the lender in the appralsal repom obtained. Apﬁfaﬁa}s%&t—hsbﬂiee}wﬂ%&eﬂieﬁlaﬂ

: d e—State law . .
may prohlblt access to Ihe propertv for an mtemal mspectwn When the properwremams occupied by the Deleted: Guidance that stated a ppraisa Is

borrower. with clients other than USDA/RD and the
Lender are not acceptable is removed.
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Chapter 20: Loss Claims — Collecting on the Guarantee

If the property remains unsold at the expiration of the marketing period, the Agency
will obtain a liquidation value appraisal and issue the lender a notice of value on which
the loss claim should be based. A loss will be calculated on based upon an acquisition
and management factor. Foreclosure liquidation costs incurred should be documented for
inclusion in the loss claim calculation. In order to estimate disposition costs, a standard
acquisition and management factor of-1415.95 percent of the liquidation appraised value
isused. Lenders must notify the Agency to order a liquidation value appraisal within 15
days of the end of the marketing period. Loss claims for unsold REO must be filed by the
lender within 30 days of obtaining a liquidation value appraisal. The Agency will notify
the lender upon obtaining a liquidation value appraisal. Loss claims filed beyond this
period of time will be rejected by the Agency.

(VA), which estimates REO expenses. The most current cost factoris 1415.95 percent.
The loss claim must be submitted to the Agency within 30 days of the day the lender
receives the appraised liquidation value notification.

* Priorto ordering a liquidation appraisal, the Agency approval official is
responsible for determining the need for to request a liquidation value appraisal,
in accordance with Paragraph 20.3 C noted above will request a certification of
funds from the Fiscal Control Branch (FCB) in the Office of the Deputy Chief

Einaneial Officer National Finance and Accounting Operations Center
(BEEONFAOQC) in St. Louis, Missouri. The request should be sent to defo-

feb2(@stl.usda.gov. FCB will reply by email within 24 hours certifving funds are
available for the proposed appraisal order. Include in the request the following
information for fund certification.

* Forward the completed form and invoice requesting payment to:
USDA, Rural Development

DC—,FQ—_YFAOC}» FC-350/GLB
PO Box 200011

St. Louis, MO 63120-0011

Glossary

mortgage credit A special tax credit, issued by a state or local housingfinance agency, to

certificate (MCC) qualified first-time homebuyers that areceunted-asadditiontothe
borrowersincemeused to enhance repayment ability.

Reamortization An instrument executed by the borrower which may establish the permanent

agreement loanin a construction-to-permanent loan type. Agreement could also be

known as a modificationagreement.

20.2: Loss Claim Coverage
C. Reasonable and Customary
2. Unsold REO Properties

Clarification: VA net recovery rate was
changed to reflect most recent published
percent.

20.3: Filing a Loss Claim
B. Unsold REO Property

Clarification: VA net recovery rate was
changed to reflect most recent published
percent.

20.3: Filing a Loss Claim
C. Definition of Value Types in the
Appraisal Process and General Procedures

Revised: DCFO reference has been changed
to NFAOC.

20.3: Filing a Loss Claim
C. Definition of Value Types in the
Appraisal Process and General Procedures

Revised: DCFO reference has been changed
to NFAOC.

Mortgage Credit Certificate (MCC)

Clarified: The definition of a MCC was
clarified to ensure the credit is added to
repayment income (repayment ability).
Reamortization agreement:

NEW: A reamortization agreement or loan
modification agreement may be utilized to
establish the permanent loan for a single
close new construction loan as authorized in
3555.105.
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Disclaimer: Every effort has been made to ensure this job aid is accurate.

The 7 CFR Part 3555 Final Rule was published in the Federal Register on February 8, 2016. It is effective on March 9, 2016. It
is available online at: https://www.gpo.gov/fdsys/pkg/FR-2016-02-08/pdf/2016-01872.pdf.

The revised HB-1-3555 will be published March 9, 2015 on the USDA Regulations and Guidance website online at:
http://www.rd.usda.gov/publications/regulations-guidelines/handbooks#hb13555.

To receive all USDA Single Family Housing Guaranteed Loan Program announcements, sign up for GovDelivery:
https://public.govdelivery.com/accounts/USDARD/subscriber/topics?qsp=USDARD 25.
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