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UTAH GRH STAFF

Single Family Housing

Guaranteed Loan Program
/ CFR PART 3555 ORIGINATION OVERVIEW



ATTENTION!

You remain responsible to:

Read 7 CFR Part 3555
Read HB-1-3555 (all chapters)
Sign up for GovDelivery notices

https://public.govdelivery.com/accounts/USDARD/subscriber/new?preferences=true

Always reference the most recent USDA publications available online

Please sign up for both the National Office and Utah



https://public.govdelivery.com/accounts/USDARD/subscriber/new?preferences=true

e 7 CRF Part 3555
* The regulation is the rule!
e 8 Subparts: A-H
e Appendix 1

e Handbook: HB-1-3555

» Updates/revisions will be issued as new chapter pages
* Available online
* Provides guidance to support the regulation
HB is not the rule
20 Chapters
e Consolidated HB
https://www.rd.usda.gov/publications/regulations-guidelines/handbooks

USDA LINC, “Training and Resource Library”
https://www.rd.usda.gov/programs-services/lenders/usda-linc-training-resource-library



https://www.rd.usda.gov/publications/regulations-guidelines/handbooks
https://www.rd.usda.gov/programs-services/lenders/usda-linc-training-resource-library

Guaranteed Staff

Kristine Dahlberg 801-524-4329 kristine.dahlberg@ut.usda.gov
Vicky Boelen 801-524-4261 vicky.boelen@ut.usda.gov
Jerolyn Smith 435-283-8004 x108 jerolyn.smith@ut.usda.gov
Brad Clausen 801-524-4309 bradley.clausen@ut.usda.gov
Jessica Packer 801-524-4334 jessica.packer@ut.usda.gov
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Applicant Eligibility Characteristics

Occupying the Property

Agree to occupy the property as a principal residence
throughout the life of the loan.




Applicant Eligibility Characteristics

Immigration / Naturalization Check

(The applicant indicated they are not a U.S. citizen. Immigration/Naturalization
information must be provided.)

Alien Identification Number
Card Number

Document Expiration Date

SAVE Case Number 3528344130446VG
SAVE Initial Verification Submitted 12/10/2014
Verification Results LAWFUL PERMANENT
RESIDENT-EMPLOYMENT AUTHORIZED

Qualification Status ELIGIBLE

Case Status CLOSED




Applicant Eligibility Characteristics

Owning a Dwelling

An applicant that owns a dwelling that they will retain
is eligible to purchase another home if:

The current home is not financed by RD

The homeowner is financially qualified to own more
than one house (one single family housing unit)

The homeowner will occupy the new home as a
primary resident



Applicant Eligibility Characteristics

Owning a Dwelling

The current home no longer adequately meets the
applicants’ needs, such as

*disability of a permanent household resident that
cannot be accommodated without major retrofitting

*relocating or being transferred for work

*Severe overcrowding which is defined as more than
1.5 residents per room existed for more than 90 days
and will continue for at least nine months into the

future. (Room count does not include bathrooms and

hallways)




Applicant Eligibility Characteristics

Owning a Dwelling

In all cases, the lender must provide an additional
explanation of the burden upon the applicant imposed
by the status change both in the near and longer term,
and also the reasons beyond homeowner convenience
why the purchase of the property must be completed
prior to the sale of the existing property. All
documentation must be retained in the lender’s
permanent loan file.




Applicant Eligibility Characteristics

s there a need for a guarantee?

The applicant:

*

* X X ¥

has liquid asset funds of at least 20% of the purchase price
can pay all closing costs

can meet ratios of 28/36 after 20% down

Applicant demonstrates qualifying credit for such a loan

the loan is for 30 year fixed rate without private mortgage
insurance



Presenter
Presentation Notes
The 7 CFR Part 3555 ushers in a new era for the Single Family Housing Guaranteed Loan Program.  Published as an interim final rule in the December 9, 2013 Federal Register, it will become effective for all complete loan applications submitted to USDA on September 1, 2014 forward.  


Check on Learning

e Purchase Price: $175,000

e What amount of eligible assets will indicate the household may qualify
for conventional credit?

A. 535,000
B. $35,000 plus closing costs/etc.




Check on Learning

ANSWER: B. $35,000 plus additional SS for closings costs, etc.
e $175,000 x 20% = $35,000

e Verify additional money for required costs

e Ensure applicant does not qualify for a conventional loan per current
Fannie Mae and/or Freddie Mac guidelines




Eligible Loan Purposes

Acquiring a site with a new or existing dwelling
Repairs and rehab on an existing dwelling
Reasonable and customary closing costs/lender fees
Refinancing under specific situations

Design features /equipment for Physical Disabilities

Connection, Assessment and Installment Fees




Eligible Loan Purposes

Taxes and Escrow Accounts
Essential Household Equipment
Energy Efficiency Measures

Broadband

Site Preparation




Prohibited Loan Purposes

Loan Discount Points

* Only allowed to be financed to reduce interest rate

* Interest rate prior to reduction must meet
3555.104(a)(3)

e Cannot exceed 2 points for Streamline Assist refinances

e Discount points and origination fees must be itemized
separately on settlement statement




Prohibited Loan Purposes

Buildings/Land

Purchase or improvement of land or buildings that are
typically used principally for income-producing purposes

Purchase or construction of buildings which are largely or in
part specifically designed to accommodate a business or
Income-producing enterprise

Minimal income producing activity is allowed (garden,
not farm)




Prohibited Loan Purposes

Seller Concessions

Seller or other interested third party contributions are
limited to 6% of the property’s sale price

Contributions may be for financing/closing costs,
escrow accounts, etc.

Closing costs/pre-paid’s from lender through premium
pricing are excluded in contribution limit




Prohibited Loan Purposes

LAWFUL
REMINDER!

Lender Fees

Lender fees plus closing costs typically may not'exceed

3% of total loan amount
Adhere within guidelines of CFPB

Upfront and annual guarantee fee are excluded from 3%
calculation

Realtor Fees

Feeschargedtothe borrowerbythe realtorare
hibitad | |




Loan Terms and Conditions

Loan term is 30 years

Loan to Value can exceed 100% of market value when
the guarantee fee is financed

Interest rate cannot exceed 100 basis points over the
Fannie Mae yield for 90-day delivery for a 30 year fixed
rate conventional loan, rounded up to the nearest one-
quarter of one percent

FY 2017 Guarantee Fee (Oct 1, 2016 — Sep 30, 2017)
Upfront Guarantee Fee is 1%
Annual fee is .35%



Loan Terms and Conditions

Unacceptable loan terms:

Adjustable rate mortgages
Balloon mortgages
Mortgages for other than 30 years

Interest on interest or negative amortization
Prepayment penalties




Property and Appraisal Requirements

ONLY COLOR
PHOTOS

Appraisal Require

Appraisal must meet HUD HB 4000.1
* Must be a definitive statement

* If repairs are needed, we can condition for a completion appraisal with the following
exceptions.

* The repairs affect livability.
* If the property is over 50 years old, we need State Historic Preservation Office (SHPO) approval.

Include pictures of the attic (head and shoulder) and Condominium common areas.
Remaining Economic Life: Must meet or exceed the term of the proposed loan (30 years)

GUS entry (Additional Data):
» Verify the “Year Built” is entered correctly in GUS, or enter 0.

e “Purchase is”:
* Existing
e New Construction




Property and Appraisal Requirements

Combination Construction Permanent Loans :

e Condominiums and manufactured homes are
ineligible

* Single—Close feature saves considerable closing costs

e USDA issues the loan note guarantee PRIOR to
construction completion

YOU HEARD THAT
RIGHT!!

J—

P

=




Property and Appraisal Requirements

Site requirements
Site standards

1. Site size must be typical for the area
(see appraisal)

2. Cannot include income producing land or buildings
to be used principally for income purposes




Property and Appraisal Requirements

Buildings
Site Requirements
* No active farms or commercial enterprises
e Barns used for storage are permitted

*Home based operations (childcare, product sales)
allowed




Property and Appraisal Requirements

Den




Property and Appraisal Requirements

Appraisals
Appraisal update

* One time extension of original appraisal: 240 days
maximum (120 days for original report + 120 days
for update)

*One time 30 day grace period may be requested
from RD

* Updated appraisals are ineligible for a grace period

e e



Property and Appraisal Requirements

Water Systems

Existing or New Construction

e All well water must be tested no more than 120 days
prior to issuing a conditional commitment. Test results
must be submitted with the loan application.




Property and Appraisal Requirements

Street Access and Road Maintenance
Access
e Shared driveways must have recorded easement

* Private streets must have recorded easement or be
maintained by HOA




Check on Learning

Site requirements

e Subject property has 11 acres, non-income producing
e Comparable properties have 12, 8, and 13 acres

e Site is typical for the area

A. TRUE B. FALSE




Check on Learning

Site requirements
ANSWER: 3555.201(b) and HB 12.4
B. TRUE
e There is no maximum acreage limitation
 Site must not be income producing (gardens are allowed)
» Appraisal supports site as typical for the area
* Property must be predominately residential in use, design,

and character




Check on Learning

Site requirements

* The dwelling below is residential in use, design, and character.

A. TRUE B. FALSE
T T o —




Check on Learning

Site requirements
ANSWER: 3555.201(b) and HB 12.4
B. FALSE
* The dwelling would be ineligible due to:
e Active crop production (more than a garden)

* Multiple farm service buildings are present




Check on Learning

Site requirements

e The dwelling below is
residential in use, design, and
character.

A. TRUE B. FALSE



Check on Learning

Site requirements
ANSWER: 3555.201(b) and HB 12.4
A. TRUE
e SFH dwelling that is residential in design, use and character
* No crops/land used for agricultural commodities

e Storage buildings/workshops are acceptable




Check on Learning

Site requirements

The buildings below will render a SFH dwelling ineligible.
A. TRUE B. FALSE




Check on Learning

Site requirements
ANSWER: 3555.201(b)(2) and HB 12.4
B. FALSE
» Residences are allowed to have garages, storage buildings,
non-commercial workshops, etc.
* The presence of these buildings does not indicate the

property is ineligible




Check on Learning

Site requirements
* Applicants have a few horses for their own pleasure
e They wish to purchase a SFH dwelling with this building
* The property is eligible
A. TRUE B. FALSE




Check on Learning

Site requirements

ANSWER: 3555.201(b)(2) and HB 12.4

A. TRUE

* Homeowners are allowed to have horses

e The building is not a business/income producing




Property and Appraisal Requirements

Exterior and Interior Repair Escrows:

Remaining work cannot affect habitability, health or
safety

1. Cost is not greater than 10% of final loan amount

2. Escrow account funded to complete work (minimum
100% cost of work)

3. Executed contract to complete within 180 days of
loan closing (may be granted an extension)




Property and Appraisal Requirements

Exterior and Interior Repair Escrows:

Executed contract is waived (borrower method) if:

1. Cost to complete work is less than 10% of total loan
amount

2. Escrow amount is less than or equal to $10k, and

3. Lender has determined borrower has skills to
complete work




Property and Appraisal Requirements

Flood Hazards:

Existing properties located in SFHA’s are ineligible
unless:

* Flood insurance through FEMA’s NFIP program is
available

REMOVED: Flood elevation certificate is not required




Property and Appraisal Requirements

Flood Hazards:

New or proposed homes in SFHA will not be guaranteed
unless:

e Lender obtains LOMA to remove property from SFHA
e Lender obtains LOMR to remove property from SFHA or

 FEMA flood elevation certificate confirms lowest habitable
floor (including basement) for dwelling and all related

improvements is at or above the 100 year flood plain

elevation




Property and Appraisal Requirements

Flood Insurance:

Flood Hazards: Existing or New

Coverage must include:

e Residential structures located in SFHA (any part: including
decks, carports, etc.)

 HFIAA of 2014: Flood insurance is not required for
additional detached structures from primary residence,
additional structures on property (sheds, garages, etc.)




Property and Appraisal Requirements

Condominiums:

e Guidelines for self-certification

e Condo rider must supplement mortgage or deed of
trust




Property and Appraisal Requirements

Eligibility Website
http://eligibility.sc.egov.usda.gov

LJ_S DA United States Department of Agriculture

" Ocvelorment

Home Tutorials

Single Family Housing Guaranteed Single Family Housing Direct Multi-Family Housing Rural Business Water and Environmental

Property Eligibility Previous Eligibility Areas Income Eligibility Income Limits Loan Basics

= Shaded area = not eligible
— Grey area = eligible



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

Check on Learning

Existing dwelling requirements and escrows

Existing dwellings are considered structurally sound and
functionally adequate when the current HUD Handbook
minimum property requirements are met.

A. TRUE B. FALSE




Check on Learning

Existing dwelling requirements and escrows
ANSWER: 3555.202(b), HB 12.9 A

A. TRUE
* Lender determines eligible party to verify HUD Handbook

minimum property requirements

e Certification is accepted by USDA




Check on Learning

Existing dwelling requirements and escrows
Existing dwellings are defined as:

A. Completed for 12 months

B. Completed for less than 12 months but previously

occupied
C. All of the above




Check on Learning

Existing dwelling requirements and escrows
ANSWER: 3555.202(b), HB 12.9 A
C. All of the above
This includes:
* Existing dwellings well over 12 months old
* Spec homes completed for 12 months or more with no

occupancy

* Homes less than 12 months old but previously occupied




GUS & Data Tolerances

Established Data Tolerances
Tax and Insurance Escrows: THE ONLY TOLERANCE
* Enter realistic data estimates

 New construction: Use estimate for completed
dwelling, not lot taxes

* No correction required: Final PITI and TD ratios increase
only 2% or less

* RD monitors abuse of this tolerance




Refinance

Refinance Types

e Streamlined: Guaranteed loans and Direct loans that
have never received subsidy

* Non-Streamlined: Direct and Guaranteed loans

e Streamlined-assist: Direct and Guaranteed loans

7 CFR Part 3555: 3555.101(d)




Refinance

Matrix provided in

Handout

Loan Documentation
Form RD 3555-21

Non-streamlined

Streamlined

GUS REFER, REFER WITH CAUTION UW RECOMMENDATION AND MANUALLY UW LOAN

Streamlined-assist

Final GUS UW Findings
Report

Underwriting analysis

Evidence of qualified
alien, if applicable

Appraisal

Credit report

X
X X MN/A
X X 550 net tangible benefit
may documented on this
form [optional).
X X X
X Only for a direct loan that Only for a direct loan that
have received subsidy. have received subsidy.
X X Mot required, but credit

Review credit and verify
mortgage payment history.

mortgage payment history.

Review credit and verify

report may be used to

document previous 12
month payment history of
mortgage. No additional
credit review is required.

Credit report for Non-
purchasing spouse, if
applicable

N/A




Refinance

Matrix provided in
Handout

Debt ratio waiver

Uniform Residential
Loan Application

Full Income

Documentation for all
adult household
members (includes
4506-T)

Asset documentation

X X N/A
If applicable If applicable
X X N/A
No debt ratio calculations
X X X
X X X
X X X
If applicable If applicable If applicable




Check on Learning

Refinance opportunities
Which refinance option(s) cannot be processed in GUS?

A. Streamlined
B. Non-Streamlined

C. Streamlined-assist




Check on Learning

Refinance opportunities
ANSWER: 3555.101(d)(i), HB 6.2 D 3
C. Streamlined-assist
* Loans must be manually underwritten
e Submit loan documentation electronically to USDA for

review
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Form RO 355839
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INCOME
ANALYSIS

e e



Income Analysis

Lender must ensure that the applicants meet income
eligibility criteria for the SFHGLP

Annual Income: income of all adult household
members

Adjusted Annual Income: annual income minus certain
qgualified household deductions

Repayment Income: stable and dependable income
used to calculate debt ratios




Income Analysis

Income of Temporarily Absent Family Members

Full-time students are included as a HHM if:

e Student lives or proposes to live in the dwelling at any
time during the coming 12 months or

* Property is listed as student’s permanent address
* Count only the first $480 of earnings if a HHM




Income Analysis

Verification Requirements

 Documents cannot be greater than 120 days old at
loan closing

e Divorce decrees, income tax returns are unaffected by
time

e Lenders must verify income for all HHM'’s for previous
2 years




Income Analysis

Gift Funds
Verification Requirements:
 In bank account / provided at loan closing
e Considered applicant funds

e Chapter 9, page 9-15,16 for details on gifts




Income Analysis

Review Documents and GUS Entries

Monthly Gross Income For All Household Members

(Annual income of household members to determine income eligibility) Does th|s f|gu r‘e match the
Applicant(Borrower  Other Household Income from Assets
with highest income) Members .
calculated on the income
worksheet (3555-21, page
3)?

Base Employment
Income

Overtime

Bonuses

Commissions

Other

Net Rental

All Other Monthly Income Received by Adult Members of the Household: Does this f|gu re match the
Income Catiegory v Income Category Lookup Annual Income calculated
on the income worksheet
(3555-21, page 3)?

Which Income Category should | choose? @

Results from Checking Income Eligibility

Income Eligibility is

Total Household Income I I

Allowable Adjustments

Adjusted Household Income




Income Analysis

Review Documents and GUS Entries

ANNUAL INCOME CALCULATION (Consider anticipated income for the next 12 months for all adult household members as described 3 5 5 5 - 2 1 . p ag e 3
in HB-1-3555, Paragraph 9.3. Website for instructions/administrative notices: http://www.rurdev.usda.gov/RegulationsAndGuidance.html .

1. Applicant (Wages, salary, self-employed, commission, overtime, bonus, tips, alimony, child suppor, pension/retirement, $53,300.00
social security, disability, trust income, efc.). Calculate and record how the calculation of each income source/type

I Base pay $2200.00 semi-monthlyx24=$52,800, Bonus 2016 $500.00 I

2. Co-Applicant (Wages, salary, self-employed, commission, overtime, bonus, tips, alimony, child support, pension/ 1
retirement, social security, disability, trust income, elc.). Calculate and record how the calculation of each income S h OW t h e C a-l C u | a-t I O n S .
source/type was determined in the space below.

3. Additional Income to Primary Income (Automobile Allowance, Mortgage Differential, Military, Secondary
Employment, Seasonal Employment, Unemployment.) Calculate and record how the calculation of each income
sourceftype was determined in the space below.

This figure should match

4. Additional Adult Household Member (s) who are not a Party to the Note (Primary Employment from Wages, $19,045.25 t h e d ata e nt ry N G U S .
Salary, Self-Employed, Additional income to Primary Employment, Other Income). Calculate and record how the

I 2016 $18,227.67 plus Dec $817.58 total $19,045.25 (Highest yr) I

5. Income from Assets (Income from household assets as described in HB-1-3555, Chapter 9). Calculate and record $41.41
how the calculation of each income source/type was determined in the space below.

$4141.29x1%=41.41

6. Annual Household Income (Total 1 through 5) 3




Check on Learning

Annual income

e Applicant household includes 19 year old, full time student
e The 19 year old has part time job at Starbucks

 Current annual earnings: $12,500

* Which amount must be included in annual income

A. $480 B. $12,500




Check on Learning

Annual income
ANSWER: 3555.152(b)(5)(i), HB 9.3 A
A. $480
* Income that is never counted: Earnings of a full-time
student 18 years of age, or older, in excess of $480 unless
the student is a spouse or head of household

* The student also qualifies as a dependent per
3555.152(c)(1)= $S480 annual income deduction
* The final amount in annual income will be SO




Check on Learning

Annual income

The annual income calculation is based on earnings.

A. Net B. Gross




Check on Learning

Annual income
ANSWER: 3555.152(b), HB 9.3 B
B. Gross
The gross amount before payroll deductions:
* Base wages/salaries, overtime pay, commissions, fees, tips,
housing allowances and other compensation for personal

services of all adult members of the household.




Check on Learning

Annual income
e Applicant due to receive wage increase
* Increase will occur before loan approval by USDA (issuance

of conditional commitment)

* The increase must be included in annual income
A. TRUE B. FALSE




Check on Learning

Annual income
ANSWER: 3555.152(b)(2), HB 9.3 B
A. TRUE
e Annual income is based on upcoming 12 months

* Wage increases prior to commitment must be included




Check on Learning

Annual income
* Applicant receives social security benefits for their minor

child
* The social security benefit must be included in the annual

income

A. TRUE B. FALSE




Check on Learning

Annual income
ANSWER: 3555.152(b)(4), HB 9.3 B
A. TRUE
e The full amount of periodic payments received from Social
Security including payments received by adults on behalf of

a minor must be included




Check on Learning

Annual income

e Joe has annual income of $125,000
* He has a business loss of $45,000
* Joe’s adjusted annual income with consideration of the

business loss is:
A. S80,000 B.S125,000




Check on Learning

Annual income
ANSWER: 3555.152(b), HB9.3 Band 9.3 E 1
B. $125,000

* Business losses are treated as zero for annual income




Check on Learning

Annual income

Lender retains the following income documentation:

e Applicant: Written VOE plus recent paystub with YTD
figure

* Household member: Recent paystub with YTD figure

e The file is properly documented
A. TRUE B. FALSE




Check on Learning

Annual income
ANSWER: 3555.152(b)(2), HB 9.3 E 1
B. FALSE
e Household members must be documented at the same
level as an applicant

* Applicable IRS 4506-T requirements must also be met: HB
9.3E6




Check on Learning

Annual income
e Jennifer was awarded in court $600 monthly child support
in January 2014

e Payments were received for 6 months and ceased after
June 2014
* The child support must be counted in annual income
A. TRUE B. FALSE




Check on Learning

Annual income
ANSWER: 3555.152(b)(2), HB 9.3 B
B. FALSE

 Documentation of non-payment and legal actions to

collect=the amount is not included in annual income




Income Analysis

Cash Reserves

How can you determine the reserves?

e Review the recent 2 month average balance of liquid
accounts (i.e. checking/savings) or VOD

* The lessor of the two month average balance or the
actual balance reported on the most recent statement

should be used

e Assets are not required to be entered into GUS or the
1003 but must be considered in the annual income
calculation




Income Analysis

Calculating Income from Assets

Non-Retirement Assets that must be considered:
Cash on hand

Earnest money

Stocks, bonds, CD’s, money market funds, other
investment accounts, rental property

Sales proceeds of real property
Trust funds that are available to household
Interest on inheritances, capital gains, lump sums




Income Analysis

Calculating Income from Assets

Assets that are not considered:

Retirement and pension plans, IRAs, 401(k), Keogh
accounts

Cash value of Life insurance policies
Personal property such as furniture, cars, etc.
Irrevocable trust funds




Income Analysis

Calculating Income from Assets

e Gift funds are not included in reserve total

* Do not overvalue assets: GUS will be released due to
misrepresentation/unsupported underwriting
recommendation

Cash reserve g Funds to close




Income Analysis

Calculating Income from Assets

Methods of Calculating :
1. Cash Value of S5000 or less, no need to calculate
2. Cash Value over S5000

See page 9-25 for more details and examples of calculating
interest income

**|f assets are listed in GUS and over $5000, you will need to
complete 3555-21 page 3, block 5**




Income Analysis

More than S5,000

Asset income is the greater of :
e actual income from the asset(s)

e Imputed income from the asset(s)

e Calculated by multiplying the total cash value by a local-passbook
savings rate

e Determined & documented by lender




Income Analysis

Calculation Tip

Just in case
I 0
Passbook savings rate of .25% e~

.25% =.0025 doesn’t
convert!

Example: $12,500 x .0025 = $31.25

NOT:

S12,500 x 25% = S3,125

Income from Assets (Income from household assets as described in HB-1-3555, Chapter 9). Calculate and record how the calculation

" of each income source/type was determined in the space below.
Savings Account: $12,500 x .0025= $31.25

GUS Dividends/Interest entry = $2.60




Check on Learning

Annual income
e Checking: $2,500
e Savings: $1,000 (earns 1.25% annually)

e What amount of income must be added to annual income:
A. S15.50 B. SO




Check on Learning

Annual income

ANSWER: 3555.152(b)(4), HB 9.3 B
B. SO

e Assets are below $5,000




Check on Learning

Annual income

e Checking: $12,500 (non interest bearing, local passbook savings rate is
.25%)

e Savings: $1,500 (earns .85% annually)

e What amount of income must be added to annual income:
A. S31.25 B. S44




Check on Learning

Annual income
ANSWER: 3555.152(b)(4), HB 9.3 B
B. $44

e Assets are $5,000 or greater

* Include the greater of actual income earned or calculation based on a
passbook savings rate

¢ $12,500 x .25% (passbook)= $31.25
® 51,500 x .85% = $12.75

® $31.25+512.75 = 544




Income Analysis

Expiration of Credit Documents

* No more than 120 days old on the date the note is
signed

* Credit documents include loan application, employment
verification, income, assets, credit report, etc.




Utah Income Limits
(Moderate) provided
in handout

Income Analysis

ADJUSTED ANNUAL INCOME
Adjusted annual income determines program eligibility!!

Adjusted income is calculated by subtracting any of five deductions
below that apply to the household from the annual income
calculation:

Dependent deduction

Child Care Expenses

Elderly Household Deduction
Deductions for the care of household members with disabilities
Deduction for Medical Expenses (Elderly Families Onl




Income Analysis

ADJUSTED ANNUAL INCOME

Dependent Deduction:

e A S480 deduction from annual income is made for each
household member who qualifies as a dependent

 Full time college students (age 18 and up) may provide
documentation from school to support address

e Unborn children are not household members

 Custodial parents (per IRS Publication No. 502) are
allowed to claim the child as a household member




Income Analysis

ADJUSTED ANNUAL INCOME

Child Care Deduction:

e Private/relative provided care must include evidence of
payment

* Anticipated care for non-attending children/ unborn child is
ineligible

* Child support and private tuition paid for kindergarten
through minor children up to 12 years of age is ineligible

e Preschool “tuition” (prior to Kindergarten) is eligible

* Must allow a family member to work, to seek work or to
further a member’s education




Income Analysis

ADJUSTED ANNUAL INCOME

Elderly Household Deduction:

* A single S400 deduction is subtracted from annual income for
an elderly household member. Must be a party to the note,
must be 62 years of age or older, or a person with a disability




Income Analysis

Review Documents and GUS Entries

Monthly Gross Income For All Household Members
(Annual income of household members to determine income eligibility)

Applicant(Borrower Other Household
with highest income) Members

Base Employment
Income

Overtime
Bonuses
Commissions
Dividends/Interest
Other

Net Rental

All Other Monthly Income Received by Adult Members of the Household:

Income Category he Income Category Lookup
Which Income Category should | choose? @

Results from Checking Income Eligibility
Income Eligibility is
Total Household Income

Allowable Adjustments

Adjusted Household Income

Does this figure match the
Annual Income calculated
on the income worksheet
(3555-21, page 4)?




Income Analysis

Review Documents and GUS Entries

ADJUSTED INCOME CALCULATION {Consider qualifying deductions as described in HB-1-3555, Paragraph 9.5)

7. Dependent Deduction (5480 for each child under age 18, or ful-time student ailending school or disabled family $ 960.00
membar cver the age of 15) - # 2 % $480

S gl O Ll CApaNShs (eas B SR e It ]
calculation of the deduction in the space below.

9. Eldery/Disabled Househald {1 household deduchion of 2400 62 vears of age or alder, or disabied and & parfy o 5
ithe nota)

10, Disability (Unreimbuwsed expenses n excess of 5% of annual income, Seo HB-1-3556, Paragraph 9.5 D for efigitiity) 5
Calculate and record the calculation of the deduction in the space below.

11. Medical Expenses [Eidery/Disabled houssholds only Unreimbursed medical expenses in excess of 334 of annual k]
ircorme, See HE-1-3555, Paragraph 8.5E for furdher nformation.) Caleulate and record the calculation of the
deduction [n the space below.

12, Total Household Deductions (Enfer total 7 through 17) | § 960,00

13. Adjusted Annual Income (ltem & minus item 12)
Income cannal sxceed Moderate income Limit fo be eligible for SFHGLP

Madarate Income Limit:_$76,500.00 State: UT County:_Sevier

§ 71,426.66

3555-21: page 4

Show the calculations.

This figure should match the data
entry in GUS.




Check on Learning

Adjusted annual income

Applicant household members:

e Karen, applicant age 35

 John, applicant age 37

* Michael, age 10, Kimberly, age 7, John Jr., age 3, expecting
child #4 in six months

e This is a household of six
A. TRUE B. FALSE




Check on Learning

Adjusted annual income
ANSWER: 3555.152(c)(1), HB 9.5 A
B. FALSE

e They are a household of 5
e Unborn children are not included in the household

member count




Check on Learning

Adjusted annual income

Applicant household members:

e Greg, applicant, employed

e Mary, applicant, non-employed

e 2 children ages 12, and 6

 Child age 12 attends an afterschool program: $150 per
month

* Household qualifies for 2 dependent deductions and

afterschool program deductions
A. TRUE B. FALSE




Check on Learning

Adjusted annual income

ANSWER: 3555.152(c)(1), HB 9.5 A
B. FALSE

e Eligible for 2 dependent deductions

* The afterschool program is ineligible for deduction unless Mary is
seeking work or attending education classes




Check on Learning

Adjusted annual income

Adjusted annual income limit: $99,500
Household: 5

Current annual income: $110,000

 Three eligible dependents: $480 x 3= 51,440
e Full time childcare: $12,600 per year

* The household is eligible

A. TRUE B. FALSE




Check on Learning

Adjusted annual income
ANSWER: 3555.152(c)(2), HB 9.5 A and B
A. TRUE
¢ $110,000 - $1,440 - $12,600 = $95,960
* 596,060 is below the adjusted annual income limit of
$99,500




Income Analysis

Repayment Income=Stable and Dependable Income




Income Analysis

Stable and Dependable Income:

e Reminder: GUS does not evaluate the stability and
dependability of repayment income = Lenders do

* Verify full 2 year history of income

* 12 months or less with current employer or recent pay
increase = high risk

 Establish anticipated amount of income to be received
for next 3 years

e Unable to verify = ineligible for repayment




Income Analysis

Stable and Dependable Income:

e Second jobs, full 2 year history
 Unearned income, 3 year continuance

* Self-employed applicants, 2 year history




Income Analysis

Stable and Dependable Income

e Social Security received by adults on behalf of
minors/received by minors intended for their own
support

e Minor must be a member of the household

e Recent pay increase/new salary, significantly higher than
historical earnings

e Second job/OT/Bonus/Commission, less than 2 year
history

* Job gaps



Income Analysis

Tax Exempt Income

* May be grossed up 25% for repayment
* Do not gross up for annual income

* No other adjustments are authorized

No more tax
tables!



Income Analysis

Stable and Dependable Repayment Income

Ineligible for repayment consideration:

*Payments for foster children and adults
*Supplemental Nutrition Assistance Program

payments




Income Analysis

GUS Production Example

Eligibility Income (Annual)

Monthly Gross Income For All Ho
(At least one applicant must have some monthly i

Applicant(Borrower
with highest income)
Base Employment (.5 . ..
Income -
Overtime
Bonuses
Commissions

Dividends/Interest
Other
Net Rental

VS

Repayment Income

* = Required to Save Page, P = Required for Preliminary Submission, F = Req

Income and Expenses

Gross Monthly Income
(At least one applicant must have monthly income)

Base Employment
Income

Qvertime
Bonuses
Commissions

Dividends/Interest

Other
(enter details below)

Subtotal
Net Rental

Total $2,128.53




Income Analysis

GUS Production Example

Current Employment Information

Years Months Yearsin
on Job on Job Profession

S ] B E B

Secondary/Previous Employment Information

Borrower Name Employer Name Self-Emp

Borrower Name Status Employer Name Self-Emp From Date

Select One - - | | -

Note: 8 years in profession (same line of work)...no previous employers listed




Income Analysis

Review Documents and GUS Entries

(F)

Monthly Repayment Income

(Stable and dependable income of parties to the note)

Base Employment
Income

Overtime

Bonuses - Does this figure match the
E— . repayment calculated on
the income worksheet

Dividends/Interest (3555-21, page 5)?

Other
(enter details below)

Subtotal

Net Rental

Total



Income Analysis

Review Documents and GUS Entries

3555, Paragraph 9.6 through 9.9, 3555-21: page 5

14. Stable Dependable Monthly Income (Parfies fo note only.) Calcutate and recond how Me caiculanon of each MEome
SOUTCRiype was demermined in the space befow.  Identify income fype by party to nofe.

Borrower Co-Borrower Total

Base Income

$ 3,570.67 ¥ 5 2,c70.67

Calculation of Base Income: Caleulation of Base Income:
5£20.60 = 2080 = 42,848/12 - 53,570.67

Show the calculation.

Other Income i o
g 3
Calculation of Other Income: Calculation of Other Income:
¥
Total Income 3 3.570.67 §

: == This figure should
match the data entry in

15. Monthly Repayment Income (Enter fofal of 14))
5 3,570.67 G U S
[ .
IPrepared oy (Signatwrey I Fena 1B Si gn the form
). Larry Lender 1234£5798

Title: Und=rwriter

Lender: psp pank

Date: pg-20-2016




Check on Learning

Repayment Income

* Joe applies for a GRH loan in September

* Joe has worked at ABC Garage since June

* Joe was previously at XYZ Garage for 3 years

e Lender cannot use Joe’s current income until he has 2

years with ABC Garage
A. TRUE B. FALSE




Check on Learning

Repayment Income
ANSWER: 3555.152(a)(1) and (2), HB 9.10
B. FALSE
* Joe has continuity of employment in same line of work
e Lender must analyze current earnings as compared to

history of earnings in this position




Check on Learning

Repayment Income

* Joe applies for a GRH loan in September

* Joe has worked at ABC Garage since June

* Joe was previously at XYZ Garage for 3 years

e Lender can average Joe’s income from XYZ Garage with

current earnings from ABC Garage
A. TRUE B. FALSE




Check on Learning

Repayment Income
ANSWER: 3555.152(a)(3), HB 9.10
B. FALSE
e XYZ Garage is no longer Joe’s employer, this income has
ended
e Lender must analyze current earnings and determine

likelihood of continuance




Check on Learning

Repayment Income

e Jack has been employed with Local #853 Plumbing and
Pipefitters for 5 years

e Each year there is a 3 month interval where he collects

unemployment
* Unemployment income cannot be utilized for repayment

income

A. TRUE B. FALSE




Check on Learning

Repayment Income
ANSWER: 3555.152(a), HB 9.10 A 3
B. FALSE
* Unemployment compensation is associated with seasonal

employment

 Jack has over 2 years history of these earnings




Check on Learning

Repayment Income
e Stuart is a truck driver and has unreimbursed business

expenses
e His IRS Form 2106 lists total hotel and meal expenses of
$4,000
* Lender must deduct $4,000 from repayment income
A. TRUE B. FALSE




Check on Learning

Repayment Income

ANSWER: 3555.152(a), HB 9.10 A 19

A. TRUE

e The total amount of unreimbursed employee expenses
must be deducted from repayment income

* Money paid for employment without reimbursement =
money not available to repay the mortgage

* Note: Lender would also deduct this amount from annual

income




Check on Learning

Repayment Income

e Garth has been employed at USA Credit Union for 8 years
e For the past 4 months he also works at Pizza Planet

* He earns $5.00 per delivery plus tips

* The lender may use the part time employment for

repayment

A. TRUE B. FALSE




Check on Learning

Repayment Income
ANSWER: 3555.152(a)(1), HB 9.10 A 3
B. FALSE
» Second/part-time job/tips should have a two year history
to be stable and dependable
* Note: second job income must be included in annual

income calculation




Check on Learning

Repayment Income

* Penny receives monthly child support income of $1,200 for
her 2 children

e Amy is 11 years old and Leonard Jr. is 16 years old (his
support ends at age 18)

e All child support may be used for repayment income
A. TRUE B. FALSE




Check on Learning

Repayment Income
ANSWER: 3555.152(a)(1) and (2), HB 9.10 A 7
B. FALSE

e Amy is 11, support will continue for the next three years, it
may be eligible

e Leonard Jr's support will end within the ensuing 3 years of
the mortgage, therefore it must be excluded

e Lenders may exclude any support if it has not been

received in a stable/timely manner




Check on Learning

Repayment Income
e April 29th YTD earnings: $18,535.32
e Applicant began employment on January 1st, no previous

employment
* Base wages: $12,000 and Commissions: $6,535.32
 This calculation is acceptable for repayment income:
$18,535.32 + 4 months = $4,633.83 x 12 months = $55,605.96
A. TRUE B. FALSE




Check on Learning

Repayment Income
ANSWER: 3555.152(a)(1),(2), and (3), HB9.10 A1 and 2
B. FALSE
e Commission should be excluded due to lack of history
* Lender must also determine if they consider base earnings

to be stable and dependable




CREDIT
ANALYSIS

e e



Credit Analysis

Acceptable Credit Scores

640 or greater meets minimum credit reputation,
provided indicators of unacceptable credit are not
present:

* Foreclosure within 3 years
e BK with 3 years
* Late mortgage payments

This does not establish a minimum fico requirement!




Credit Analysis

Establishing The Applicant’s Credit Reputation

One applicant whose income and assets are used for
loan qualification must have:

e 2 trade lines that have existed for 12 months (they can
be open/closed/authorized user)
A credit supplement may be used to verify

e GUS “Accept” recommendations that cannot meet
these guidelines must be downgraded to “Refer”




Credit Analysis

Credit Underwriting Exceptions

Document the circumstances of adverse credit

Temporary situation:

* Circumstances that caused credit problems were
temporary in nature, beyond their control, and

* Circumstances have been removed and resolved for the 12
months prior to loan application

* The new loan reduces housing expenses by 50% to result
in additional income to repay debts




Credit Analysis

Collection Accounts
GUS:

* UW considers unpaid collections and history of
adverse credit, all open payments must be included
on the “Asset and Liabilities” page

* UW documents reasons for approving a loan with
unpaid collection accounts using the “Notes” section
on “Asset and Liabilities” page

e Retain additional info in lender file




Credit Analysis

Collection Accounts

e Considered in credit score, but they are still adverse
credit

Manually underwriting:
 UW documents mitigating circumstances
* Applicant provides LOE for each account

 UW documents their decision to approve the loan
with open / unpaid accounts




Credit Analysis

Collection Accounts

Capacity Analysis: GUS or manual

* Add up all collection accounts (adhere to CPS laws)

e Subtract medical collections and any charge off
accounts

 Credit report must reflect medical notation for
collections to qualify for subtraction




Credit Analysis

Collection Accounts

Capacity Analysis: GUS or manual
Balance less than $2,000:

* Approved lender underwriter determines if payment
in full is required, document decision

* Applicants that demonstrate poor repayment of
obligations should not be granted underwriting
exceptions




Credit Analysis

Collection Accounts

Capacity Analysis: GUS or manual

Balance equal to $2,000 or greater, uw must:
1.Require payment in full, or

2.Verify payment arrangement with creditor and
include monthly payment in debt ratios, or

3.Utilize 5% of each loan balance in debt ratios, no
payment in full required




Credit Analysis

Judgments

e Federal judgments: must be paid, no exceptions

* Non-Federal judgments: May remain open IF there is
evidence of repayment for 3 months prior to loan
application. Prepayment of required 3 months is not
allowed

e Adhere to CPS laws




Credit Analysis

Rent History Requirements for VOR

* 12 months previous rent history preferred

* Rented less than 12 months, verify any payments in
last 12 months

* Private landlords may complete VOR

* No prior rental history does not disqualify an applicant




Credit Analysis

Disputed Accounts
Production Example:

B B MBB 001 07/12 5169 COLLECTION
91130002 COLL 08/11 5169 0 0 0O
04/11 5- XP/EF

07/12: 99-985595589
EEMARK: ACCOUNT INFORMATION DISPUTED BY CONSUMER; ORIGINAL
CREDITOR: MEDICAL PAYMENT DATA;$169 PAST DUE

Original Dispute in Progress — Adverse credit history associated with this account will not
factor into credit score until resolved. GUS uses credit score in formulating u/w
recommendation.

Risk: U/W recommendation rendered with credit score that is susceptible to change
pending outcome of dispute.




Credit Analysis

Disputed Accounts

Accept U/W Recommendation downgraded to REFER unless:

e Tradeline has a zero dollar balance; or
e Tradeline is marked “paid in full” or “resolved”; or

e Tradeline has a balance owed of less than S500 and is more than 24
months old.

This message is triggered on every GUS submission (default submission)

Note: Reviews have evidenced the downgrade is not always occurring




Credit Analysis

Authorized User Accounts
ACCEPT U/W Recommendation downgraded to REFER unless:

e Another applicant on application owns the tradeline; or
e Owner of the tradeline is the spouse of an applicant; or

e Applicant can show evidence they have been making payment for last 12
mo.; or

e 2 or more tradelines listed on credit report, with 12 months of payment
history, are not authorized user tradelines (recent change)

This message is triggered on every GUS submission (default message)

Note: Reviews have evidenced the downgrade is not always occurring




Credit Analysis

Omitting Liabilities
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.

Other Liabilities
Paid

Omit by Account Owner Liability Type Balance Monthly Payment Creditor Name Notes
Close

% | M

| M

| [

| 1 £ [£][X£

N




Check on Learning

Credit Analysis

* GUS Accept

 Previous USDA loan, ended in foreclosure with a loss claim paid

e The approved lender must submit documentation to USDA to explain the
reasons for the loss

e USDA will determine if the applicant is eligible for a new guaranteed loan

A. TRUE B. FALSE




Check on Learning

Credit Analysis
ANSWER: 3555.151(i)(3)(iv), HB 10.2

A. TRUE

e GUS will identify the loss in the findings report

e Lender must upload explanation and documentation to support the
mitigating circumstances contributing the previous loss

e USDA will determine final loan approval




Check on Learning

Credit Analysis

An applicant with a delinquent non-tax Federal debt is ineligible for a
guarantee loan?

A. TRUE B. FALSE




Check on Learning

Credit Analysis

ANSWER: 3555.151(i)(5), HB 10.2 and 10.8
A. TRUE

 Federal debts that are not satisfied = ineligible
e Federal tax debts will not render the applicant ineligible when a repayment
plan is already underway




Check on Learning

Credit Analysis

GUS will validate the credit score used for the underwriting
recommendation.

A. TRUE B. FALSE




Check on Learning

Credit Analysis

ANSWER: 3555.151(i), HB 10.1, 10.5
B. FALSE

e GUS does not validate the credit score
 An underwriter must ensure validation requirements are met
 One applicant, two tradelines, open for 12 months




Check on Learning

Credit Analysis

Applicant A: 720
Applicant B: 640

These scores are high enough and do not require validation.

A. TRUE B. FALSE




Check on Learning

Credit Analysis

ANSWER: 3555.151(i), HB 10.5
B. FALSE

e All scores must be validated
e Minimum tradelines/time open required




Check on Learning

Credit Analysis

e Applicant A: 720: 8 tradelines, 4 open 12 months +
e Applicant B: 0 score

e GUS Accept recommendation

e This file cannot retain the GUS Accept

A. TRUE B. FALSE




Check on Learning

Credit Analysis

ANSWER: 3555.151(i), HB 10.5
B. FALSE

e Only ONE applicant must meet 10.5

 Additional applicants are not required to meet specific traditional or
nontraditional tradelines

e Adverse credit from additional applicants must be considered by the
underwriter




Check on Learning

Credit Analysis

 Tradelines on the credit report must be open with a recent
payment history to meet 10.5

 C(Closed accounts are not eligible

* A. TRUE B. FALSE




Check on Learning

Credit Analysis

ANSWER: 3555.151(i), HB 10.5
B. FALSE

e Tradelines on the credit report may be open, closed, and/or paid
in full




Check on Learning

Credit Analysis

e Target Red Card: 6 months

e Auto Loan: 2 months

e Visa: 13 months

e Student Loan: 36 months, deferred
e 10.5is met

* A. TRUE B. FALSE




Check on Learning

Credit Analysis

ANSWER: 3555.151(i), HB 10.5
* B. FALSE

* There are not two eligible tradelines
e Deferred student loan has no repayment history
e Downgrade an “Accept”

* Supplement with VOR or two nontraditional tradelines




Check on Learning

Credit Analysis

USDA does not require consideration for medical collections

A. TRUE B. FALSE




Check on Learning

Credit Analysis

ANSWER: 3555.151(i)(1), HB 10.9
B. FALSE

Underwriters must consider all collections for acceptable credit reputation
(a.k.a. ability/willingness to repay debts).

Manual UW: Credit Exception to meet 10.8 and
Attachment 10-B

GUS Accept: UW decision



Check on Learning

Credit Analysis

* GUS Accept
e 700 middle credit score
e AVOR s not required for rent entered

A. TRUE B. FALSE




Check on Learning

Credit Analysis

ANSWER: 3555.151(i), HB 10.13
A. TRUE

e GUS Accept loan files do not require a VOR




Check on Learning

Credit Analysis

* GUS Accept

e 700 middle credit score

e File is downgraded by underwriter
e AVOR s required for rent entered

A. TRUE B. FALSE




Check on Learning

Credit Analysis

ANSWER: 3555.151(i), HB 10.13
B. FALSE

e The credit score is above 680
* Accept loan files that are downgraded with acceptable credit scores
do not require a VOR




Check on Learning

Credit Analysis

e Chapter 7 bankruptcy discharged less than 36 months
e GUS cannot render an Accept recommendation

A. TRUE B. FALSE




Check on Learning

Credit Analysis

ANSWER: 3555.151(i), HB Attachment 10-B
B. FALSE

e GUS may render an Accept when additional compensating factors
are identified
 Ensure Declarations are correctly entered

Manual UW: Underwriter may grant exception if
e Minimum 12 months discharged
e Credit exception documented per 10.8




Check on Learning

Credit Analysis

* Mike and Sara, divorce final 10/2013

e Sara awarded home, no refinance complete, late payments began
12/2014

e Short Sale completed 6/2015

e The Short Sale is adverse credit for Mike

A. TRUE B. FALSE




Check on Learning

Credit Analysis

ANSWER: 3555.151(i), HB Attachment 10-B
B. FALSE

 Mortgage was current at the time of divorce
 Documentation must be retained for support




Check on Learning

Credit Analysis

e Jim had AT&T cell service for 8 months

e He switched to Verizon and has service with them for 8 months

* No gaps in service

 These tradelines are not 12 months each, therefore ineligible for
consideration

A. TRUE B. FALSE




Check on Learning

Credit Analysis

ANSWER: 3555.151(i)(6), HB 10.6
B. FALSE

e 16 months cell service history, no gaps
* Tradelines represent similar service (cable/dish, insurance, etc.)




Check on Learning

Credit Analysis

e Evelyn rents from a private individual (not a relative)

e She must present 12 months of canceled checks/money orders to
verify rent payment

e Private individuals cannot complete a VOR

A. TRUE B. FALSE




Check on Learning

Credit Analysis

ANSWER: 3555.151(i)(6), HB 10.6
B. FALSE

e Private individuals may complete a VOR
e Canceled checks may be preferred, but not required
e Relatives as landlords may not complete a VOR




Check on Learning

Credit Analysis

Medical collections, charge-off accounts and other
collections are not required to be listed on the 1003 and/or
GUS Asset and Liability application page.

A. TRUE  B. FALSE




Check on Learning

Credit Analysis

ANSWER: 3555.151(i)(1), HB 10.9
B. FALSE

e File must be accurately represented
e All open debts must be identified

e Omit and complete “Notes” data field as applicable in
GUS




Credit: Wrap Up

* Credit scores assess risk
e @GUS utilizes score + scorecard + rules engine
* All scores must be validated

 Non-traditional credit can include many obligation sources

 Ensure all debts are represented




Credit: Wrap Up

 Review current mortgage history = ensure USDA loans are paid in full
prior to closing

RURAL DEVELOPMENT'S REQUIRED CONDITIONS

Prior To Final Submission
There are no USDA required conditions prior to final submission.

Prior To Conditional Commitment
1. 542 - Existing Guaranteed Rural Housing (6RH) Loan: GLS indicates the applicant is a borrow er on an existing GRH loan. Confirm the property securing the existing loan has been sold and the guarantee has
been terminated. The Agency may condition for the existing home to be sold and guarantee terminated, prior to issuance of a Loan Note Guarantee for subject property.




Credit: Wrap Up

* Traditional and non-traditional tradelines may be combined to validate
downgraded files

e Credit waivers should be reasonable

e GUS Credit Reports: If the report in GUS will exceed 120 days at loan
closing, but a new report reveals no changes to credit, no
resubmission/revision is required (5.3 M)




RATIO
ANALYSIS

e e



Ratio Analysis

Debt Ratios

HB-1-3555 will define debt ratio parameters

* GUS can identify compensating factors, determine if
ratio waiver is appropriate

* Manually underwriting loans, lender documents
compensating factors to evidence the household has
higher repayment ability




Ratio Analysis

Student Loans
The Total Debt Ratio
* 1% of the outstanding loan balance or the fixed

payment reflected on the credit report, whichever is
greater

* A lesser payment must be supported by loan
documents showing that the payment is fixed for the
life of the loan.




Ratio Analysis

Long term obligations
The Total Debt Ratio

Long term obligations with more than 10 months remaining
must be included in TD

* Installment loans

e Child support/alimony/maintenance
e Student loans

e Other continuing obligations

Short-term obligations
e Can be paid down to a balance of 10 months or less

e Can’t exclude if a significant impact (5% or great
monthly repayment income)




Ratio Analysis

Revolving Accounts

The Total Debt Ratio
Balance reported on credit report but no payment:
* Use the greater of 5% of the balance or S10
e Current statement amount due may also be used
* No balance = no payment included in TD




Ratio Analysis

HB 11.2: The Ratios

A. PITI: 29%

*Principal

* | Interest

e Real estate taxes

* Homeowners insurance
e Annual fee

-ﬁdditional assessments, HOA fees, etc. may also
e

applicable -




Ratio Analysis

HB 11.2: The Ratios

B. Total Debt (TD): 41%
e PITI

* Regular assessments

e Long-term obligations (10 months or more
repayment)

* Revolving accounts
* 30 day accounts
* Alimony

e Garnishments -




Ratio Analysis

HB 11.2: The Ratios

B. Total Debt (TD): 41%

e Student loans

* Previous mortgage (divorce, sale, trade, transfer)
* Co-signed debts

* Business debts (not paid through the business)

* Non-Purchasing Spouse debts, as applicable

* Collections, as applicable




Ratio Analysis

HB 11.2: The Ratios

B. Total Debt (TD): 41%

e Judgments

 Self-employed loss

* Auto allowance and expense payments
e Rental loss

* Short-term obligations (significant impact on
repayment)

* Balloon
e Deferred payments




Ratio Analysis

Debt Ratio Waivers 101

* GUS Accept = no waiver required

* GUS Accept with full documentation = no waiver
required

e GUS Refer, Refer with Caution, or manual UW = waiver

required
* No USDA published form, use 1008/similar UW form




Ratio Analysis

HB 11.3 A : Debt Ratio Waivers: Purchases Manual UW
 All applicants = 680 credit score or higher
e Maximum ratios: 32% PITI / 44% TD

* 1 compensating factor with supporting
documentation

* Proposed PITI less than or equal to previous 12 months of
verified housing cost with no late payments

* 3 months or more of PITl in reserve post loan closing
 All applicants employed with current employer for 2 years




Ratio Analysis

HB 11.3 B: Debt Ratio Waivers: Refinances

e Streamlined-Assist = no debt ratios calculated

e Streamlined and Non-Streamlined = ratios calculated
Compensating factors:

* 680 credit score for all applicants

e Continuous employment with primary job

e Ability to accumulate savings
* 12 months mortgage paid as agreed




Check on Learning

Ratio Analysis

Student Loans on credit report:

A. Balance $6,000 Payment S40 (fixed rate/term plan)
B. Balance $8,000 Payment S65 (fixed rate/term plan)
C. Balance $12,000 Payment S35 (income-based plan)

Which student loan payment(s) is not eligible to be utilized in
the ratios?




Check on Learning

Ratio Analysis

ANSWER: 3555.151(h)(1)(i), HB 11.2 B
C. Balance $12,000 Payment S35 (IBR)

e An income based payment is not eligible, it is subject to

change

e 1% of the loan balance documented on the credit report
must be used, no additional documentation required

e A fixed payment loan is defined as: fixed payment, fixed

interest rate, and fixed term with no future adjustments




Check on Learning

Ratio Analysis

e GUS Refer UW recommendation

e Ratios: 31/42

e Credit Scores: Applicant 1: 735 Applicant 2: 682
e Job Time: Applicant 1: 6 mo. Applicant 2: 4 years
e Current Rent (16 mo.): S850 New PITI: $783

e Loan is eligible for a ratio waiver

A. TRUE B. FALSE




Check on Learning

Ratio Analysis

ANSWER: 3555.151(h)(2), HB 11.3 A
A. TRUE

e Ratios do not exceed 32% PITI / 44% TD
e Both applicants have 680 credit score or above

e New PITl is at or below the current rent paid for previous
12 months




Check on Learning

Ratio Analysis

e GUS Refer UW recommendation
e Ratios: 27/42

e Credit Scores: Applicant 1: 682 Applicant 2: 766

e Job Time: Applicant 1: 1 year Applicant 2: 1.5 years
e No current rent

* No reserves

e Loan is eligible for a ratio waiver
A. TRUE  B. FALSE




Check on Learning

Ratio Analysis

ANSWER: 3555.151(h)(2), HB 11.3 A
B. FALSE

e TD ratio exceeds 41%

e Both applicants have 680 credit score or above BUT

e They lack one eligible compensating factor: Job time is
below 2 years, no reserves, and no current housing for

comparison




SUBMITTING A

COMPLETE
APPLICATION
PACKAGE
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Submitting a Complete Application Package

Electronic Signatures

* Use of electronic sighatures is voluntary

e Lenders must meet ESIGN Act and applicable federal
and state regulations (no script font, photos, or copy
and paste of images)

e Lender assumes all responsibility for e-signatures




Submitting a Complete Application Package

Chapter 15, Attachment 15-A:
Origination Stacking Order Checklist
* Want to submit a complete file?

* Wondering what a complete file includes?

e USE THE CHECKLIST!

 Stack and upload documents as indicated
e Ensure uploaded documents are legible

e Only complete loan applications may be assigned for
USDA review




Submitting a Complete Application Package

Attachment 15-A

File Stacking Order Checklist
Guaranteed Underwriting System (GUS) - Underwriting Recommendation: ACCEPT

Flease stack the credit package in the following document order:

]

Form RD 3555-21, “Request for Single Family Housing Loan Guarantee
MNote: Must be fully completed and executed by all applicants and lender.
Must include income worksheet pages.

Final GUS Underwriting Findings and Analysis Report
Mote: Last final submission to be printed, retained in lender’'s permanent loan file.

FEMA Form 086-0-32, “Standard Flood Determination Form”
MNote: New construction properties located in 100-year flood plains will require additional documentation.
Confirmation the base flood elevation (BFE) is below lowest floor of subject.

Evidence of qualified alien (if the applicant is not a US citizen)

Credit Report, Non-Purchasing Spouse (if the applicant or property is in o community property state — AZ, CA, ID, LA, NV,
NM, TX, WA, WI)

O Oo O

Uniform Residential Appraisal Report (URAR)
(FNMA 1004/FHLMC 70 or applicable Report)
Mote: 1004 MC (Market Conditions Addendum) must be part of report.




Submitting a Complete Application Package

Attachment 15-A

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

Please stack the credit package in the following document order:

|:| Form RD 3555-21, “Request for Single Family Housing Loan Guarantee

Note: Must be fully completed and executed by all applicants and lender.
Must include income worksheet pages.

|:| Final GUS Underwriting Findings and Analysis Report, if applicable
Note: Last final submission.

D Underwriting Analysis, confirmed and executed by Underwriter
[FNMA 1008/FHLMC 1077 or similar)
Note: Include credit waiver and/or repayment ratio waiver request in 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.

Uniform Residential Loan Application
[URLA — FNMA 1003/FHLMC 65)
Note: URLA must be executed by the interviewing lender and applicant(s).

Income Verification Documentation: For all household members

Verification of Employment (VOE) + (1) earning statement
OR verbal VOE + (2) earning statements (30 days) + W-2's (2 years)
OR computer generated verification + W-2's (2 years) + verbal VOE
Self-Employment: income tax returns/ all schedules (2 years) + profit / loss, balance and income/expense statements
Child support, pensions, disability, Social Security, retirement annuity award(s)

Tax return information as a result of IRS 4506-T: Request for Transcript of Tax Return
Note: Required for all adult members of the household

Asset Verification Documentation: For all household members
Verification of Deposit, bank statements, gift letter etc.

Credit Report, Non-Traditional Report and all credit supplements, as applicable
Note: Include adverse credit explanation and documentation used in credit waiver.

Credit Report, Non-Purchasing Spouse (If the applicant or property is in a community property state — AZ, CA, ID, LA, NV, NM, TX, WA, Wi)

Verification of Rent, as applicable. See Section 10.13 of Chapter 10 for further guidance.
Note: Applicable to manually underwritten loans with credit scores less than 680.
A GUS "Accept” subject to a fully documented file does not require a Verification of Rent.
FEMA Form 086-0-32, “Standard Flood Determination Form”
Note: New construction properties located in 100-year flood plains will require additional documentation.
Confirmation the base flood elevation (BFE) is below lowest floor of subject.

Sales Contract, all pages and amendments

Evidence of qualified alien (if the applicant is not a US citizen)

OooOoo O OO0 oo o

Uniform Residential Appraisal Report (URAR) — not applicable to Streamlined Refinance Product
(FNMA 1004/FHLMC 70 or applicable Report)

Note: 1004 MC (Market Conditions Addendum) must be part of report.




Submitting a Complete Application Package

Document Upload *

Users are reminded to separate all onigination documents into two files for upload into GUS as
follows:

1. Uniform Residential Appraisal Eeport (URAR)
v" Upload as Type of Document (Index Value) = 10002 Appraisal Report
¥ Color photos are required

2. All other required ongination documents
v Upload as Tvpe of Document (Index Value) = 10006 Underwriting
v" Required documents are determined by the type of submission (manual or
GUS) and the GUS Underwnting Findings Eeport (GUS loans only)
v Documents must be arranged/ordered 1 accordance with HB-1-3555

Attachment 15-A, "Ongination Stacking Order Checklist.” excluding the

UFRAER
@ Underwriting (10006) Correct upload into
Actions v Received 08/25/2016 G U S

Version 1 Added by Imaging on 08/25/2016 12:00 AM
USDA/Rural Development/Rural Housing Service/Sin. ..

@ Appraisal Report (10002)
Actions »  Received 08/25/2016

Version 1 Added by Imaging on 08/25/2016 12:00 AM
USDARural Development/Rural Housing Service/Sin.




Submitting a Complete Application Package

Borrower Name Lender Loan Number Application ID Number
o | (<37 | |
e

Guaranteed Underorifing Sysiem

Loan Terms

Borrower
Employment

Income and Expenses
Assets and Liabilities
Transaction Details
Additional Data

Credit / Underwriting

m
=]
ZF

View Findings
Request Forms
USDA Administration
GUS Reports

List

an Lis

Data Modifie

GUS User Guide

Enter Notes in Liability
Section

USDA manls

. . . 5 . = Rural -
Underwri gs | Underwriting Analysis | Credit Report | Data Modified — Development
LENDER'S REQUIRED CONDITIONS #
Prior To Final Submission
1. 601 - Standard Flood Hazard Determination Form (SFHDF): Obtain FEMA Form 0862 -~HDF). Submit form to Rural Development when requesting a conditional commitment for loan note guarantee. If an existing dwelling is in a
100-yr_ floodplain the lender must ensure flood insurance through FEMA's National Fle arance Program (NFIP) is available for the community and flood insurance whether NFIP, "write your own", or private flood insurance, as approved

by the lender, is purchased. Additional requirements for flood insurance are listed -3555 Chapter 12.10B, including requirements for new construction properties.

2. 605 - Property Appraisal: Obtain an appraisal report for the subject props d submit to Rural Development. The appraisal report must not be more than 120 days old atthe time of loan closing. See HB-1-3555 Chapter 12.5B for

extended validity terms available when an appraisal update is performes appraisals must comply with the reporting requirements of USPAP and include a Market C ti%ddendum (Form FNMA 1004MC) and meet the Uniform

Appraisal Dataset (UAD) requirements set forth by Fannie Mae ap? adie Mac.

3. 622 - Lender Due Diligence: Lenders must apply due diligs hen reviewing the loan file to determine if there is any potentially derogatary or contradigtor\i that is not part of the data submitted to GUS or if there is any
’v@ ion. For example if the lender is aware of debts, late payments or

Besnanually downgraded by the lender to REFER on the Request

erroneous information in the data submitted to GUS. If thed< aer is aware of any contradictory, derogatory, or erronecus information, lenders are abligat
derogatory information that has not been made avai 0 the data submitted to GUS (not all inclusive) an underwriting recommendation of ACCE!

Credi’Underwriting page in GUS. The file must >~ manually underwritten by the lender. Xm
4. 624 - Verification of Income/Employmer‘~cender must verify income information. Income verifications cannot be greater than 120 dayg0ld al{he Pme of loan closing {excluding divorce decrees and income tax returns). All sources of
income for each adult household memb ust be validated by the underwriter. Refer to HB-1-3555 Chapter 9 for complete guidancg. intome captured on the Eligibility page in GUS may differ from repayment income captured

on the Income and Expenses pageit GUS. s
5. 30585 - Omitted Liabilities” One or more liabilities were omitted from repayment consideration in the application. Lender m ctment the reason the account was omitted. Lender may document reason the account(s) was omitted in
the Notes Section of theASsets and Liabilities page in GUS (for each tradeline omitted) and retain documentation surgeundng theomission in their permanent case file.

m

show $0)
6. 30680 - Other Credits: Ensure any amount entered as an "Other Credit" on the Trans%%
cati

. 1 has liability with an account type of Installment, balance of $3,894.00, monthly paym%(\ owed to ST OF UTAH which has been designated as No, Omit. (Note: Paid Collection, see Credit supplement

3 ally excluded by state law, the debts of a NPS must be included in the applicant's total debt ratio when the subject property is located in a
community property state. The credit history of a NPS is not a reason o deny a loa li tain an eligible credit report for the NPS independent of GUS and manually enter the NPS debts in the liabilities section. Enter “NPS debt”
in the notes data field for each applicable liability. The manual entry of NPS It Asset and Liabilities page in GUS will not require the lender to downgrade an automated underwriting recommendation of ACCEPT. The income of a
NPS must be verified for program eligibility purposes.
8. 60000 - Authorized User Accounts: Lenders must ensure Upzﬂ?%mo s r tradelines reported on the credit report are an accurate reflection of the applicant’s overall credit history. An automated underwriting recommendation of

f

D ge is not duplicated in an "Asset" account on the Assets and Liabilities page.
7. 31900- Income and Liabilities of a NonPurchasing Spouse (NPS): Except for obligati Ci
n. Ob

ACCEPT must include evidence in the lender’s permanent ¢ ast one of the following: 1) another applicant on the morigage application owns the tradeline in question, 2) owner of the tradeline is the spouse of an applicant, or
3) evidence the applicant has been making payments gpthe r the last 12 months. If one of these conditions cannot be met, an automated underwriting recommendation of ACCEPT must be manually downgraded to a REFER on
the Credit / Underwriting page in GUS and the lend n%::m a manually underwritten case file to the Agency.

9. 60005 - Disputed Account: When an applic port indicates a tradeline or public record is in dispute, an automated underwriting recommendation of ACCEPT may need to be downgraded by the lender to a REFER. A
downgrade is not required if any of the follqipg! ns are met in regards to the disputed item listed on the credit report: 1) the tradeline has a zero dollar balance, 2) the tradeline is marked “paid in full” or ‘resolved”, or 3) the fradeline
has a balance owed of less than $%‘ d e than 24 months old. In the event an automated underwriting recommendation is downgraded to a REFER the lender must indicate the downgrade on the Credit / Underwriting page in GUS

and remit a fully underwritten case gency.

10. 60011 - Conventional Credit TeN- The lender must certify the applicant(s) does not qualify for a conventional credit loan. The conventional credit test for RD purposes includes all of the following: 1) The applicant(s) has available nan-
retirement liquid assets of at least 20% of the purchase price for downpayment, 2) In addition to the downpayment, applicant(s) can pay all closing costs from available non-retirement liquid assets, 3) After applying the downpayment and
closing costs the applicant(s) would not exceed a 28% PITl ratio and 36% TD ratio, 4) The applicant demonstrates qualifying credit for a conventional loan, and 5) The conventional credit term is for 30 years at a fixed rate of interest without
a requirement to carry private mortgage insurance (PMI). HB-1-3555 Chapter 8.2B defines qualifying credit and liquid non-retirement assets.

11. 60021 - Credit Score Validation: At least one applicant must have three or more historical trade line references on the credit report that have been open for a minimum of 12 months to validate the credit score utilized by GUS. HB-1-
3555 Chapter 10.5 lists additional requirements for validating the credit score. The lender must manually downgrade an ACCEPT underwriting recommendation to a REFER if the credit score cannot be validated The manual downgrade
indicator must be selected on the Request Credit / Underwriting page in GUS. An acceptable non-traditional credit history will be required when the underwriting recommendation is downgraded.

12. 60027 - Interested Party Contribution Cap: Seller or other interested party contributions towards closing costs in excess of six percentage points are prohibited in accordance with HB-1-3555 Chapter 6.3 (some exclusions may apply).

Prior To Conditional Commitment




Submitting a Complete Application Package

Closing the Loan
Chapter 16 HB-1-3555

e 90 days from issuance of RD 3555-19 to close the loan (1 additional 90
day extension)

e Loan MUST CLOSE under same terms as the Conditional Commitment
e Can’t adversely affect loan approval (lower loan amount, lower interest rate)
e Submit conditions

DON’T CLOSE AT A
HIGHER LOAN AMOUNT
OR INTEREST RATE

/N




Submitting a Complete Application Package

Loan Note Guarantee

e Request within 30 days after the loan closing
e Two methods for requesting the LNG
e Agency has 2 business days to review closing documents

e Agency has 15 calendar days to issue LNG if the closing
documents are acceptable




Submitting a Complete Application Package

Closing Cost Details
. . This form is @ statement of final loan terms and closing costs. Compare this Corromer Faid B oy g a Clo Usethis tableto changed from your Loan Estimate.
Closing Disclosure Jocument vt o coom Estimate. o T Ciing | ey i | 00 — e
A Origmation Charges Total Clmsing Coss )
Clesing Information Transaction Information Loan Information feafLasn Ameunt (Fain } Closing Costs Pid Before Clasing
Datelszued Bormower Loan Term i Cloing CostsFinanced
Clasing Date Purpese. I (Paie froem your Loan Amount)
Disbursement Date Product I Diown Payment/Funs irom Berrower
Sertlement Agent Seller i
File# Loan Type  [1Con OFHA } Depasit
Br Vi O Funds for Bomewer
e Lender LosniD B. Services Barrawer Did Not Shop For Seler Credits
Sale Price s Adjustments and Other Crecits
Cashto Close
o Can this amount increase after closing? L —
Loan Amount
Summaries of Transactions Use this y of your .
Interest Rate BORROWER'S TRANSACTION SELLER'S TRANSACTIO!
K. Due from Borrower 2t Clasing M. Due 1o Seller a2 Closing
Seie rice ol Property Sele Price ol Progerty
Monthly Principal & Interest 2 Sale Price of Ay Personal Froperty Includsd in Sale 2 Sale Price of Any Persanal Property Included in Sale
S Prcted ayment below foryour || Closing Costs Pid a1 Clesing U)
Estimated Totol Manthiy Fayment

—— ‘ No Cash Back/

Balloon Payment

jjustments for ltems Paid by Seller in Advance Adjustments for

ems Paid by Seller in Advance
Coty/Town Tases to

City/Town Taves o

Gty T Couty T .
R e

Payment Calculation

Frincipal finterest (in excess of borrower paid out of pocket) b o e Bebalrof Brrer s Cloing . Due fom Seller s Clesing

Mortgage Insurance

i Deposits, Earnest Money, Appraisal ]

Amount can increase over time

Existing Loar]

Payoff of Fast Morigage Loan

e Seller Credit Payaff of Sccand Mortgage Loan
Estimated Total Property Other Credits
Monthly Payment Seller Credit
This estimate includes In escrow? Adjustments
Estimated Taxes, Insurance DFroperty Taxes
& Assessments DlHomeowners Insurance H. Ouh
Amount can increase over time ClOther: } }
Seepage 4 for details See Escrow Account on page 4 for details. You must pay for other property I I Adjustments for ltems Unpais Adjustments for ltems Unpai
costs separately. [ [ Gyl Tawn Taxzs CityTown Tanes
I I Couny Taxes o County Tawes w
I I I Assessments o Asesments o
osts at Closing | | |
[ I I
Closing Costs Includes in Loan Costs + in Other Costs — 'D‘;‘m[l ”'!'f:‘_c“f“ "F""g":j""‘" \ I /I I I
in Lender Credits. Seepage 2 for detais _ = \ \/I caLcuLaTION CALCULATION
- Total Do Barrower 1 Gisng 1) Total Due 1o Sl ot lasing )
Cash to Close Includes Closing Costs. See Calculoting Cosh to Close on page 3 for detaits. :"E:‘Es?::ii‘:‘;‘_":““‘ = \\ I - : ; ; Total P Aleacly by or on Behalf of Borrowe ot Closing Total Bue from Seller 2t Cosing (4]
Lemder Coeeits \ T T T T T Cash to Close [ From (1 To Borrower Cash ] From (1 To Seller




Check on Learning

Submitting a complete loan application

e Lender has scheduled a loan closing to occur on
October 5th
e Loan file is submitted to USDA on October 2nd
* Lender may mark the file “Rush” when submitting to USDA

A. TRUE B. FALSE




Check on Learning

Submitting a complete loan application
ANSWER: 3555.107(a) and HB 15.3 C

B. FALSE
e Complete applications must be reviewed in date order
received
* It is recommended that loan closings are not scheduled

until conditional commitments are issued




Check on Learning

Submitting a complete loan application

Lenders may submit minimal documentation to USDA, but
they must retain full documentation loan files in their
records.

A. TRUE B. FALSE




Check on Learning

Submitting a complete loan application
ANSWER: 3555.107 and HB 15.2

A. TRUE

e Lenders must retain a full documentation file
 USDA may request full file for quality control

reviews/lender reviews




Keys For Success

* Quality control: review loan submission to ensure 3555-21 is
complete/accurate and submission is complete

e 3555-21:

check dates (SAM, Interest rate lock date)

* signatures (lenders/borrowers)

* Income (Annual, Adjusted, Repayment) match GUS

* Asset Interest (page 3, block 5): complete if applicants have over 5K

e Only submit what is requested on Attachment 15-A
e Condo approvals
* Make comments on 15-A

e Lender contact on 3555-21 is updated
* This is who we will contact/discuss any issues on the file with

* Have more than one name in GUS to receive Conditional Commitments
e Loan enters RD’s queue once the loan is marked “Final” in GUS by the UW
e USDA: not an underwriter




In accordance with Federal civil rights law and U.S. Department of Agriculture (USDA) civil rights
regulations and policies, the USDA, its Agencies, offices, and employees, and institutions participating in
or administering USDA programs are prohibited from discriminating based on race, color, national origin,
religion, sex, gender identity (including gender expression), sexual orientation, disability, age, marital
status, family/parental status, income derived from a public assistance program, political beliefs, or
reprisal or retaliation for prior civil rights activity, in any program or activity conducted or funded by
USDA (not all bases apply to all programs). Remedies and complaint filing deadlines vary by program or
incident.

Persons with disabilities who require alternative means of communication for program information (e.qg.,
Braille, large print, audiotape, American Sign Language, etc.) should contact the responsible Agency or
USDA's TARGET Center at (202) 720-2600 (voice and TTY) or contact USDA through the Federal Relay
Service at (800) 877-8339. Additionally, program information may be made available in languages other
than English.

To file a program discrimination complaint, complete the USDA Program Discrimination Complaint Form,
AD-3027, found online at How to File a Program Discrimination Complaint and at any USDA office or
write a letter addressed to USDA and provide in the letter all of the information requested in the form.
To request a copy of the complaint form, call (866) 632-9992. Submit your completed form or letter to
USDA by: (1) mail: U.5. Department of Agriculture, Office of the Assistant Secretary for Civil Rights,
1400 Independence Avenue, SW, Washington, D.C. 20250-9410; (2) fax: (202) 690-7442; or (3) email:
program.intake@usda.gov.

USDA is an equal opportunity provider, employer, and lender.
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