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Presenter Notes
Presentation Notes
Welcome to Part 4 of the USDA New Lender Training course for the Single Family Housing Guaranteed Loan Program.
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Property Requirements

New Construction &
Manufactured Housing
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The new lender training course consists of 5 parts.
In part 4, we will discuss Property Requirements as well as New Construction and Manufactured Housing. 
If you haven't yet introduced these options to your clients, this is an excellent chance to discover how you can enhance your business by incorporating these valuable products.
Once you’ve completed viewing all 5 parts of the new lender training course, you will be ready to complete the required knowledge quiz through the link provided by USDA to your organization’s point of contact. 


USDA Rural Development
S V.5 DEPARTMENT OF AGRICULTU

Property Requirements
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Now that we've covered the key points and updates regarding applicant eligibility, let's shift our focus to the property requirements.
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Let’s kick things off with a fascinating tidbit regarding USDA property eligibility. 
Did you know that a staggering 92% of the land in the US is classified as rural? That’s quite remarkable! 
If you’ve ever believed that your customer base is limited by the USDA’s eligible areas, take a moment to consider just how much of the country qualifies for the guaranteed program!


Property Eligibility: USDA Eligibility Site
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Here is the property eligibility section on the USDA eligibility website. 
This page enables you to enter a specific address to verify whether a home is located in a USDA eligible area. 
If a property has not yet been determined, users can navigate this map to view any areas that may not qualify before starting their home search to ensure they focus on areas that are eligible.


Property Eligibility: USDA Eligibility Site
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When you zoom in for a closer look, the dark shaded areas show where the Guaranteed loan program cannot be used. 
Keep in mind that the eligibility site only checks if the home is in an eligible area; it does not assess if the home itself meets the requirements. An appraiser will make that determination.


Property Eligibility

: Existing : : Townhomes Condominiums
Single Family Construction

YANFAN

Existing New or Existing Duplex
Manufactured Manufactured Modular Single-Unit
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With the unique challenges rural areas often face when it comes to accessing affordable housing, buyers do have options beyond traditional existing housing. 
Condos, with their low-maintenance lifestyle and shared amenities, have become increasingly popular among homebuyers and they are eligible under the guaranteed program. 
New construction is another great option, we are going to talk later on about the single close construction program. Maybe you are not currently offering the single close program but that doesn’t mean new construction isn’t an option, USDA will also guarantee the end loan for new construction.
And what about manufactured homes? Often underestimated, these homes have come a long way in terms of quality and design. They offer an affordable housing option for many individuals and families. By including manufactured homes as eligible properties, we not only support homeownership for a wider range of people but also contribute to the growth of the housing market.



Property and Site Requirements

= L
—_ <

Site Size Outbuildings and Land Accessory Dwelling Unit Multiple Parcels

* No specific limitation to the * May be allowed if not * May be allowed based on * May be allowed if

size/acreage of the site. principally used for income appraiser’s assessment of contiguous, covered by lien
producing purposes. the property’s best use. in entirety, and only 1
dwelling.

Residential in use, character, and design. Typical for the area.
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USDA does not restrict the size of the site, but the property must mainly be designed, characterized, and used for residential purposes. It should also be typical for the area, as shown by the appraisal and comparable properties. 
When looking at the appraisal, be cautious of buildings or land that generate income, as these are not allowed. 
Accessory dwelling units may be acceptable. The appraiser must decide if the unit counts as a second single-family home. The Agency depends on the appraiser's expert assessment of the property's best use as a primary residence. 
Multiple parcels can qualify if they meet these conditions: the mortgage must have a valid first lien on each parcel, each parcel must be fully conveyed and share the same zoning, the parcels should be adjacent unless separated by a road, and the remaining parcel cannot be developed. 
Additionally, the entire property should have only one dwelling. 
The same rules apply to land. A hobby farm or garden is permitted, but the property must primarily be used, characterized, and appear residential. Land intended for income-generating activities will not be approved.


Site Requirements

Personal use
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As mentioned in the previous slide, the property must not include buildings or land principally used for income-producing purposes. 
Barns, silos, commercial greenhouses, or livestock facilities used primarily for commercial enterprise are ineligible. 
However, if these buildings are no longer in use for a commercial operation and will be used for storage, they do not render a property ineligible.  



Site Requirements
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Commercial workshops requiring specific features to accommodate a commercial enterprise, such as an auto repair shop, are ineligible.
Home-based operations such as childcare, product sales, or craft production that do not require specific commercial real estate features are not restricted.


Required Inspections for Existing Properties

" 1 Inspection...That’s it!

Handbook No additional inspections required by USDA
4000.1 unless required by the lender, appraiser,
VPR _ inspector, or state law.

e Although not required, USDA recommends applicants obtain a full
home inspection to protect themselves. This is an eligible loan
cost, if supported by the appraised value.

* A safe water test is always required for properties with a private
well.
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USDA only requires 1 inspection for existing homes and that is the HUD handbook certification by the appraiser! No additional inspections are required by USDA unless required by the lender, appraiser, inspector, or state law. 
We do though recommend that applicants obtain a full home inspection to protect themselves. This is an eligible loan cost if supported by the appraised value.
NOTE: A safe water test is always required for properties with a private well.



Private Well & Wastewater

Distance between The appraiser or Septic inspection Safe water test See Chapter 12 for

well and septic lender may only needed if always required additional
must meet either require additional observable for private wells. guidance.
the local/state inspections. evidence of Follow local/state
code or HUD failure. regulations.
Handbook.
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Expanding a little more on private well and septic systems. 
All sites must have acceptable water and wastewater disposal systems. 
Private systems must meet the HUD handbook 4000.1 or local and/or state health authority requirements. 
Water tests for private wells must be done in accordance with those authority guidelines. If the property is in an area with no state or local requirements then maximum contaminant levels established by the EPA will apply. 


PROPERTY Review

HB-1-3555, Chapter 12 REQUIREMENTS

12,1 INTRODUCTION

Lenders must ensure the property to be purchased 1s eligible for the Single Famuly
Housing Guaranteed Loan Program (SFHGLP). The Agency’s minimum property
requirements serve to protect the borrower’s interest, minimize the lender’s loss, and
reduce the potential risk to the government in the event of liquidation. It 1s the lender’s

REfe r tO G U S Fl n d I ngS Re pO rt. responsibility to ensure that the property meets the Agency’s standards.
SECTION 1: UNDERWRITING THE PROPERTY [7 CFR 3555.201]
122 OVERVIEW

The lender must ensure the subject property meets the Agency’s site guidelines. In
particular, sites must be located in eligible rural areas; meet community standards
E nsure d ocume ntat lon su p po rts un d e rwrltl ng regardlr_lg utilities, mc!udmg water and wastewater sysl:er_ns.; meet street and roac_l access
and maintenance requirements; and contain other amenities essential to the continued

8 =f marketability of the home. This section addresses each of these standards.
decision.

12.3 RURAL AREA DESIGNATION |7 CFR 3555.201(a)|

Only loans secured by properties located in areas designated by the Agency as rural
are eligible to receive a loan guarantee. This section discusses rural areas designations,
how lenders are notified of changes in rural area designations and clarifies rare situations
in which loans for properties in areas no longer designated as rural may receive a loan
guarantee.

Incorrect data entries will render the

A. Rural Area Definition

underwriting recommendation as invalid.

An area’s rural designation 1s determined by the Agency and may be changed as a
result of periodic review or after the decennial census of population. The Agency
conducts reviews every five years to 1dentify areas that no longer qualify as rural. In areas
experiencing rapid growth, and in eligible communities within Metropolitan Statistical
Areas (MSAs), reviews take place every three years. Public notification will be given at
least 30 days before the date of the final determination in order to give interested parties
an adequate chance to comment. Refer to section 3550.10 of 7 CFR 3550 and HB-1-3550

Chapter 5, for additional information regarding rural area designations.
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For detailed information on property requirements, refer to Chapter 12. 


New Construction

* Permanent Financing — End Loan

e Single Close Construction
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Next, we are going to discuss new construction loans. 
USDA provides an opportunity to secure permanent financing for an end loan on a newly built home. 
Additionally, we offer a unique single-close option that allows for a guarantee to be issued before construction even begins.


New Construction Home must be designed and constructed
Permanent Financing — Fnd Loan & according to approved plans and specifications.

‘Spec’ Homes

Lender's file must include evidence of the

following:
* Certified plans and specifications
* Required construction inspections
* Thermal standards are met

Certifications can be provided by qualified
individuals or experienced organizations.

Refer to HB-1-3555, Chapter 12 for detailed

What documentation is required? information on new construction loans.
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Newly constructed homes come with several advantages, such as the chance to customize the home, improved energy efficiency, and the reassurance of lower maintaenance costs without the need for repairs.
Let's start by discussing the criteria for purchasing newly constructed homes. 
This includes purchasing a 'spec' home or situations where the buyer has short term construction financing and is now seeking permanent financing for the end loan.
These homes must be built according to approved plans and specifications, and the lender's file must include evidence of the following:
certified plans and specifications,
required construction inspections
and evidence that thermal standards are met.
Certifications can be provided by qualified individuals or experienced organizations. 


New Construction — Stick Built Homes

Documentation Requirements

Evidence of Certified Plans and Specs Evidence of Construction Inspections Evidence ofThermal Standards

OPTION 1

Copy of the certification from a qualified
individual or organization that the reviewed
documents comply with applicable

developmentstandards; OR

OPTION 1

Certificate of Occupancy issued by a local
jurisdiction showing that it has performed at
least the 3 construction phase inspections,
as identified in Section 12.9(B),and an
acceptable 1 year builder warranty; OR

OPTION 1

A qualified, registered architect or a
qualified,registered engineer may certify
confirmation with IECC standards; OR

OPTION 2

Certificate of Occupancy issued by a local
jurisdiction; OR

OPTION 2

Three construction phase inspections
performed at each of the phases identified in
Section 12.9(B), and an acceptable 1 year

builder warranty; OR

OPTION 2

Builder may certify confirmation with the IECC
standards; OR

OPTION 3

Building Permit (or equivalent) issued by local
jurisdiction.

OPTION 3

Final inspection and a 10-year insured builder
warranty. Builder backed 2/10 warranty fulfills
the 10-year warranty requirement.

OPTION 3

The final inspection, or Certificate of
Occupancy issued by a local jurisdiction.
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The chart shown on this slide is available in Chapter 12 of the handbook.
It provides documentation options available to evidence certified plans and specifications; construction inspections, and thermal standards were met for stick built homes.
The lender is responsible for obtaining one form of required evidence from the list of available source options in each category. 
This evidence must be kept in the lender's permanent loan file.
For additional guidance, please review Chapter 12.
Now let’s move onto Single Close Construction loans.


Comblnatlon COnStrUCtIOn to Homebuyer...Makes Building Affordable

Pe Mma nent Loa N . Escro:\v up; ;co 10% of purchdase price, and up to 12-
. . months of loan payments during construction.
aka ‘Single Close Construction’

Lender...Assumes Less Risk
* Loan Note Guarantee is issued prior to construction and
sellable on secondary market.

Realtor...Receives Timely Commission
* Paid at time of closing — prior to construction.

Builder...Keeps Their Capital

* It’s not tied up in the project.

EVE RYO N E Be N eflts | Local Economy...Everyone Benefits!
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Realizing we needed to find a way to expand housing options for homebuyers, USDA developed the single close construction program to expand new construction in rural areas.
With this program, the lender receives their guarantee from USDA before a shovel even hits the ground. 
This option not only makes new construction an affordable option for rural households, it also benefits the lender, real estate agent, builder and the local community. 


Combination Construction to

Permanent Loan
aka ‘Single Close Construction’

After Obtaining USDA Approval

* Lenders can submit a request for
Conditional Commitment, which
allows them to self-certify that their
staff has at least two years of
experience in handling construction
loans.

In lieu of the above, a Lender may
employ a construction loan
management company with two or
more years of experience. Lender
confirms eligibility of the company
employed.

Confirm the eligibility of
contractors/builders.

What are the Lender requirements?
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Let’s take a look at the basics of lender requirements. 
After obtaining USDA approval, lenders can submit a request for Conditional Commitment, which allows them to self-certify that their staff has at least two years of experience in handling construction loans.  
Alternatively, a lender may choose to hire a construction loan management firm that has a minimum of two years of relevant experience. The lender is responsible for verifying the eligibility of the chosen company.  
Additionally, it is essential to confirm the eligibility of the contractors and builders involved.


Combination Construction to Approve builders

Permanent Loan
aka ‘Single Close Construction’

Oversee disbursement of loan proceeds

Monitor the construction of subject property

Obtain documentation confirming
construction is complete

What are the Lender responsibilities? Ensure use of fixed price construction contract
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For Single Close Construction, the key responsibilities of the lender include:
Approving builders
Overseeing disbursement of loan proceeds
Monitoring the construction of subject property
Obtaining documentation confirming construction is complete
Ensuring use of fixed price construction contract 


Single Close Rehab and Repair Benefits

100% Financing up to 100% of “as improved”
appraised value.

Purchase Existing while able to customize
Improvements.

One Loan Closing with funding for both
purchase and eligible rehabilitation.

=

Loan Note Guarantee is issued after
closing — before repairs begin.

Reduced Risk to Lenders as loans may be
sold immediately on secondary market
once the LNG is issued.

Real Estate Agent Commission is paid at
time of closing — prior to repairs.
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Yet another challenge with the lack of affordable housing is that much of the existing stock is in need of repair to be safe and sanitary and sometimes the repairs are significant. 
And that is the basis for the creation of our rehabilitation and repair program. 
This product is only available in combination with a purchase. 
Very similar to single close construction, this product allows for lending up to 100 percent of the as improved valuation, provides for a single closing, allows escrows for contingency funds of 10 percent, and loan payments up to 6 months. 
Most importantly, the Loan Note Guarantee is issued at signing prior to any work beginning.
And, also like the single close, it pays the real estate agent fees at signing before any work begins. 


Non-Structural Structural

Finance up to $35,000 in repairs Finance over $35,000 in repairs

Subject to repair type INSPECTION Qualified inspector is required
Allowed Allowed
Utilities ON: 10% CONTINGENCY Utilities ON: 10%

Utilities OFF: 15% Utilities OFF: 15%

PITI reserves up to 6 mos when

Optional RESERVES
P dwelling is uninhabitable
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If the loan will be approved based on repairs to be completed after closing, some restrictions apply as outlined on this slide. 
A separate detailed training on single close construction and the rehab/repair program is available in the LINC Training and Resource library.


READY TO LEARN MORE?

Download our ‘Single Close’ fact sheet:

https://www.rd.usda.gov/media/file/download/rd-rhs-
sfhgsinglecloselendersbuildersinfo.pdf

Combination Construction-to-Permanent
(Single Close) Loan Program

Single Family Housing
Guaranteed Loan

Sil‘lnln-ﬂlﬂ'!u koans are another
tool Rural Development offers to
increass financing opportunities
for low- b0 moderate-income
applicants seanrching for affordable
rural housing. Approved lenders
and homebuilders participating

in the Single Family Howsing

Guaranteed Loan Program can
use the combination construction-

to-permanent loan to close
with ore signing and receive
a loan note guarantes before
eonstruction beging.

What are some of the benefits of
gingle close loans?

« Reduced risk for landans: By
S5Uing & loan nobe guaraniaes
Before construction baging, USDA
allows lenders the opporiunty o
rrediabely package the lazn in
a martgage-hacked secufily, of
el itio a parlicipating irmeastor.
Thiss decreasges new constucticn
ernding risks and can lead bo
CUICKET revenLies.

= Reduced risk for bulidens: Becaise
| la@n s guaranteed by LSDA and
hully lunded at clging, homebuilders
are mol at sk when imesling capital
N & home construclion project.

» Increased economic actiily:
Mew hinie consiructinn genarates
oAl and reguonal Dusiness Tar
subcontracions, hardware stiones,
andscapears, ulility companies,
rnspecion, appraisers, and olher
housing indusiry Supgiars.

How do we get started?

 Lenders: To be digible 1o partsipate
1 the combination conabruction-io-
parmanent laan program, & USDA
Fural Development approved lamder
LISl hae o years of esperisnss
r arginating and adminisieding
EongirLslion bans.

Homebuilders: LISDE approved
Enderd review homebuildears”
qualkfications, and detarmine thair
aligibiity to parbeipate in the single-
Cloge Drogram.

Where ani thess loans availabla?

= Singka-Close Lendars and Builders
Enancirg i svalable ineligible raral
areas wilh populations wp 1o 35,000,

A map of eljble areas is avalahle ab
this lind:
hillps:ifelgibilily. o egov.usda.

povleligibilitywelcomeAction.
o7 pagshclionesfp

How' can loan funds be used?

Funds can be used o build and
purchase single Tamily homes,
including eligibde manufacired
homes and condomaniuma. This
inchdes purchaging a lol, reasonahis
consiruction admirmsiraive cosls,
conlingancy resarwas, nspaction feas,
budders Mk inswance, landscaping
coats, and olher aulhorized Hems

What are the loan terms?

Irtenest rafes ara foad at ban closing

and Defore consiruction begins

The apgraised value dalarminsd th

miEdEmum 1aan amounl. This program

allaws for bvo product oplicns:

« Slandard, with intarest-anty
payrments made dufing consiruction

Sacurilizable, imwhech lull pringiphs,
nieresy, tax, and ingurance [PITI)
paEyrents ame mada.

The securitized verson does nal
require a loan modification ance the
bud = complatad. This &l ows the
loan 1o be packaged o 3ald pricd o
consiruction, wilhaut & warehouse
line of credil provided o the loan
ofiginalar Both oplions allow fod
payments made during consiruction
1o be eserowed fram loan funds, and
both receswe Rural Devalopmeant’s lean
mobe guaraniee ab signing, belore &
Shoved ever [oeg ko he ground.
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Explore the potential for your organization to grow by offering the single close construction loan. 
Get our detailed fact sheet now and contact us for more information.


Manufactured Housing

* New

* Existing
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Manufactured homes are frequently overlooked, but they can be an excellent choice for homebuyers. 
Let’s explore how USDA can support your applicants in their quest to buy a new or existing manufactured home.


MAN U FACTU RED Homes :?fd:rj;e that conforms to state and local

Brand New

Be a new unit in stock that has never been
installed or occupied at any other site or
location.

Have a floor area of not less than 400 square
{ feet.

Be placed on a permanent foundation.

What are the Eligible loan purposes? Meet or exceed the FMHCSS standards for the
geographic area the unit will be placed.
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These homes have come a long way in terms of quality and design. 
They offer an affordable housing option for many individuals and families. By including manufactured homes as eligible properties, we not only support homeownership for a wider range of people but also contribute to the growth of the housing market.
For manufactured homes to be eligible for USDA, they must:
Have a site that conforms to state and local standards.
Be a new unit in stock that has never been installed or occupied at any other site or location.
Have a floor area of not less than 400 square feet.
Be placed on a permanent foundation.
Meet or exceed the FMHCSS standards for the geographic area the unit will be placed.


MANUFACTURED Homes

Brand New

The purchase of a unit moved from a site other
than a dealer’s lot.

' ll Units older than 12 months from date of
purchase agreement.

OOOOOOOOO

A unit with a tow hitch or running gear
remaining.

What are the Ineligible loan purposes?
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If a manufactured home exhibits any of the following, it would not be eligible for USDA:
The purchased unit is moved from a site other than a dealer’s lot.
The unit is older than 12 months from date of the purchase agreement.
The unit has a tow hitch or running gear remaining.



New Construction — Manufactured Homes

Documentation Requirements

Evidence of Certified Plans and Specs

OPTION 1

Copy of the certification from a qualified
individual or organization that the reviewed
documents comply with applicable

development standards; OR

OPTION 2

Certificate of Occupancy issued by a local
jurisdiction; OR

OPTION 3

Building Permit (or equivalent) issued by local
jurisdiction.

Evidence of Construction Inspections

OPTION 1

Certificate of Occupancy issued by a local
jurisdiction showing that it has performed at
least the footing and final inspections, as
identified in Section 12.9(B), and an acceptable
1 year builder warranty; OR

OPTION 2

Footing and final inspections performed by a
qualified inspector as identified in Section
12.9(B), and an acceptable 1 year builder
warranty; OR

OPTION 3

Final inspection and a 10-year insured builder
warranty. Builder backed 2/10 warranty fulfills

the 10-year warranty requirement.

Evidence ofThermal Standards

OPTION 1

HUD Data Plate confirmation with IECC
standards; OR

OPTION 2

Builder may certify confirmation with the IECC
standards; OR

OPTION 3

The final inspection, or Certificate of
Occupancy issued by a local jurisdiction.
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The chart shown on this slide is available in Chapter 12 of the handbook.
It provides documentation options available to evidence certified plans and specifications; construction inspections, and thermal standards were met for manufactured homes.
The lender is responsible for obtaining one form of required evidence from the list of available source options in each category. 
This evidence must be kept in the lender's permanent loan file.
For additional guidance, please review Chapter 12.


EXISTING Manufactured
Effective May 5, 2025/

Age of Unit

Must have a manufacture date that is within 20 years from
the date of loan closing.

Safety Standards

Must meet or exceed the Federal Manufactured Home
Construction and Safety Standard (FMHCSS).

No Alterations or Modifications Except

Porches, decks, or other structures which were built to
engineered designs or were approved and inspected by
local code officials are acceptable.

What are the requirements? Meet all other criteria set forth in 7 CFR Part
3555 and HB-1-3555.
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USDA is dedicated to eliminating obstacles and exploring new avenues to increase affordable housing options for rural homebuyers. 
Many regions still face a lack of reasonably priced, traditional homes on the market.
Acknowledging the advancements in the quality and design of manufactured housing, as of May 5, 2025, buyers may now consider existing manufactured housing as another great option to choose from in all states.
When considering existing manufactured homes, note that the home must have a manufacture date that is no more than 20 years old from the date of loan closing. 
Lenders must also ensure that units have not undergone any alterations or modifications, except for porches, decks, or other structures that were constructed according to engineered designs or received approval and inspection from local code officials. 
Additionally, all other requirements outlined in the regulation and handbook must be met.
For more information, refer to Chapter 13 of the handbook.


Thank you for completing Part 4.

T5

Loan Submission Process &
GUS Overview

Lender Toolkit
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This wraps up Part 4 of the New Lender training course. Just one more part to go.
You can now proceed to Part 5, where we will discuss the loan submission process, an overview of the Guaranteed Underwriting System, and learn more about where you can locate helpful resources.


USDA Rural Development
S U.S. DEPARTMENT OF AGRICULTURE

www.rd.usda.gov
USDA is an equal opportunity provider, employer, and lender.


www.rd.usda.gov
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