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Single Family Housing Guaranteed Loan Program 

03/2025 

Presenter Notes
Presentation Notes
Welcome to Part 2 of the USDA New Lender Training course for the Single Family Housing Guaranteed Loan Program.
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Presenter Notes
Presentation Notes
The new lender training course consists of 5 parts.
In part 2, we will discuss Annual, Adjusted Annual, and Repayment Income; Calculating Income from Assets, and Income Verification and Documentation Requirements.
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. 
You must receive a passing score to consider this training complete. You may take the quiz as many times as needed.



  
Income 
Annual, Adjusted Annual, and Repayment 

Presenter Notes
Presentation Notes
Next we are going to look at income eligibility.



  
 

  
  

 
 

ANNUAL 
Income of all adult 

household members, not 
just parties to the note. 

REPAYMENT 
Stable and dependable 

income used to calculate 
debt ratios. 

ADJUSTED ANNUAL 
Annual income minus 

certain qualified 
household deductions. 

Types of Income 

Presenter Notes
Presentation Notes
USDA loans utilize two distinct calculations of income. 
One calculation to determine program eligibility with annual and adjusted annual income, and then one to determine borrower purchase qualification with repayment income. 
So first, the lender would determine the household annual income, which will include analyzing the income of every adult household member, regardless of their participation in the loan. 
Next, you can subtract any eligible deductions to determine the adjusted annual income. 
So, this calculation does not apply just to note signers, but to every adult who will be living in the home. 
The resulting adjusted annual income calculation will need to demonstrate that the household does not exceed 115 percent of the median household income limit. 
Once that calculation is made to determine eligibility, then a separate calculation is performed to determine repayment income which is the income of the borrowers only. 
The repayment income calculation will determine the repayment ability and affordability for the applicant. �



 
 

  

Income Limits 
USDA Eligibility Site 
https://eligibility.sc.egov.usda.gov/eligibility/welcomeAction.do 

Check out the updated 
Income Limits! 

UPDATE 

Presenter Notes
Presentation Notes
You can access USDA’s current income limits on the USDA Eligibility Site. These limits are updated annually.




Annual Income 

Presenter Notes
Presentation Notes
Now let’s move on to an overview of each income type, starting with annual income.



 

 

 
   

  

       
   

    

 
     

  

ANNUAL Income 

Whose income is included? 

Adult Full-Time Students 
(not the applicant, co-applicant, or spouse of an 
applicant) 
• Include first $480 of earned income

Applicant’s Spouse 
• Include unless living apart for at least 3 months (for

reasons other than military or work assignment), or
court proceedings for divorce or legal separation have
been commenced.

Currently Unemployed Adults 
• Include previous earnings IF seeking new employment.All adult household members 

(including benefits received on behalf of minors) 

Presenter Notes
Presentation Notes
As mentioned earlier, annual income encompasses the earnings of all adult members of the household, not just those who are note signers. 
For adult full-time students who are neither the applicant, co-applicant, nor the applicant's spouse, only the first $480 of their income should be counted. 
If the applicant and their spouse have been separated for at least three months for reasons unrelated to military or work obligations, their income can be excluded from the annual income total. 
Additionally, for adults in the home who are unemployed but actively looking for work, their past earnings should be included. However, if they are not seeking employment, their previous earnings do not need to be factored in.



 

 

       
      

  

 
   

 
   

 

 
      

      

  

 
 

   
      

  

ANNUAL Income 

What income is included? 
Anticipated income for next 12 months. 
(This list is NOT inclusive. Refer to HB-1-3555, Chapter 9, Attachment 9-A 
for additional guidance.) 

Employee Pay 
• GROSS amount of base wages and salaries, OT pay,

commissions, fee, tips, bonuses, housing allowances, &
other compensations for personal services.

Court Ordered Payments 
• Child support, alimony, & guardianship.

Asset Income 
• Income from cumulative household non-retirement

assets of $50,000 or greater.

Self-Employed Income & Rental Income 
• Self employed = 25% or greater ownership interest in a

business.
• Use $0 if there is a business or rental loss.

Government Benefits & Long Term Disability 

Retirement & Pension 
• Include recurring payments.

Presenter Notes
Presentation Notes
Let’s review what counts as annual income. This includes the total of base wages and salaries, overtime, commissions, tips, bonuses, housing allowances, and any other payments for personal services.
Also, add any income from self-employment or rental properties. If there are losses from a business or rental, these do not reduce your income; they are treated as $0.
Include any court-ordered payments like child support, alimony, or guardianship payments.
Don’t forget to add any regular retirement or pension payments.
Government benefits and long-term disability payments should also be included.
If the total household non-retirement assets are $50,000 or more, you need to include income from those assets as well. We will go into more detail about this later on. 
This list is not inclusive, please take time to review chapter 9 in the handbook to learn how additional types of income are treated.



 

  

  

 

  

 

 

  

      
   

ANNUAL Income 

What income is NOT included? 
(This list is NOT inclusive. Refer to HB-1-3555, Chapter 9, 
Attachment 9-A for additional guidance.) 

Lump Sum or Sporadic Payments 

Student Loans/GI Bill 

Foster Income 

Section 8 Housing Vouchers 

Unreimbursed Employee Expenses 

SNAP Benefits 

Medical Reimbursement 

Live In Aides 

Mortgage Credit Certificate (MCC) 

Presenter Notes
Presentation Notes
It’s important to note that there are a few types of income that are not included in annual income. Those include but are not limited to, foster income, live in aide income, lump sum or sporadic payments, medical reimbursements, MCCs, Section 8 vouchers, SNAP benefits, student loans, GI bills, and unreimbursed employee expenses. 



 Adjusted Annual Income 

Presenter Notes
Presentation Notes
As mentioned, the Adjusted Annual Income determines if the household is eligible for a guaranteed loan so let’s take a look at the eligible deductions that help determine a household’s income eligibility.  



 

         

       
 

   
   

  
   

  
      
    

 
   

     

      
   

ADJUSTED ANNUAL Income 

What are the allowable deductions? 
(This list is NOT inclusive. Refer to HB-1-3555, Chapter 9, 
Attachment 9-A for additional guidance.) 

Disability Expenses 
• Amount that exceeds 3% of annual income.

Dependent Deduction 
• $480 per eligible dependent (at time of application).
• May include when there is shared custody.

Elderly Deduction 
• Applicant or co-applicant is 62 or older.
• 1 $400 deduction per household.

Verified Childcare Expenses 
• For children 12 & under.
• Anticipated amount for next 12 months.
• Deduction is ineligible for applicants that have not yet

placed their child into care or have no evidence to
support payments.

Unreimbursed Medical Expenses 
• For elderly or disabled households only.
• Amount that exceed 3% of annual income.

Presenter Notes
Presentation Notes
Eligible deductions include the following:
Households can get a $480 deduction for each qualifying dependent, including those in shared custody situations. 
Another deduction is for verified childcare costs for children 12 and under, based on expected expenses for the next year. Applicants that have not placed their child into care or have no evidence to support payments, deposits, or registration fees are ineligible for the child care deduction.
Households with elderly or disabled members can also deduct unreimbursed medical costs that exceed 3% of their annual income. 
Likewise, households with disability expenses that exceed 3% of their annual income may also deduct those expenses. 
Finally, if the applicant or co-applicant is 62 or older, there is a one-time deduction of $400 available.



 

   

  
 

 
         

  

          
   

ADJUSTED ANNUAL Income 

How deductions affect eligibility. 

Income limit for county home is 
located in = $110,650 

Gross Annual Income $117,000 
3 children x $480 - $1,440 
Subtotal $115,560 

Childcare Expenses 
$500/month x 12 - $6,000 
Adjusted Income = $109,560 

Presenter Notes
Presentation Notes
Let’s walk through a quick example of how deductions can be a crucial component when determining eligibility.
In this example, the income limit is $110,650 for the county the applicant is looking to purchase in.
However, their current gross annual household income is $117,000.
At a quick glance, it appears they are over the income limits, but wait, let’s take a closer look.
This household has three dependents so that is a $480 deduction for each dependent. If we subtract $1440 from the gross annual income, we’re still over the income limit, but we’re not done yet, we still have more deductions we can consider.
The household also has eligible and documented childcare expenses of $500 a month for 12 months.  
After we deduct the $6,000, the adjusted annual income is $109,560, which is below the income limit and now the household qualifies! 
Always remember that if at first glance a household appears to be over the income limit, don’t forget those eligible deductions.
Please note that if a household does not need to utilize deductions to qualify, lenders are not required to verify those costs. 




Repayment Income 

Presenter Notes
Presentation Notes
We have now looked at Annual and Adjusted Annual Income to check if a household is eligible for the program. 
Now, let's examine Repayment Income. 
This helps us see if the applicant earns enough to pay back the mortgage along with any other debts. 
Keep in mind that Repayment Income calculations usually differ from those for annual and adjusted annual income.



 

 

     
  

      
 

      
  

     

 

 

  
    

REPAYMENT Income 

Whose income is included? 
Include stable and dependable income 
of parties to the note only. 

Non-taxable income: May gross up by 25%. (not 
required to gross up) 

Use caution when there is a sharp (20% or 
greater) variance in income. 

Must be evidence to support the historical 
receipt of earnings. 

Must continue for at least 3 years into the 
mortgage. 

Must be documented. 

Consider employment gaps. 

Presenter Notes
Presentation Notes
When determining repayment income, lenders should include reliable and consistent income and it must be documented. 
This helps show not only past earnings but also helps the lender assess the chances of this income continuing for at least three years during the mortgage. 
Caution should be utilized for applicants that have a documented sharp increase in earnings. 
A sharp increase in earnings is defined as a 20 percent or greater variance in income from the previous 12 months. 
Lenders must determine if an increase is supported and logical. 
Examples could include, a promotion with the current employer, a documented pay raise, a income trend analysis for overtime, bonus, commission, or seasonal employees.
Lenders must look at any gaps in employment to decide if the income is stable and dependable. 
The Agency does not set specific rules on what counts as an acceptable employment gap; it is up to the lender to review the employment history and determine stability. 
For repayment income, non-taxable income may gross up by 25% but the underwriter is not required to gross up this income, it is at their discresion.




 

   
      

   

   
    

    
   

   
    

    
 

 
   

     

REPAYMENT Income 

What is the required history? 
(This list is NOT inclusive. Refer to HB-1-3555, Chapter 9, 
Attachment 9-A for additional guidance.) 

1 Year History: 
• Base Wages, Bonus, Commission, Employee Fringe

Benefits, Military, Overtime, Secondary Employment,
Tips, & Voluntary Child Support

2 Year History: 
• Auto Allowance, Capital Gains, Depreciation/Depletion,

Dividends, Expense Allowance, Interest, Rental Income,
Schedule K-1, Seasonal, Self-Employment,
Unemployment

6 Months: 
• Court Ordered Child Support, Separate

Maintenance/Alimony, Trust Income, & Worker’s Comp

Presenter Notes
Presentation Notes
Some basic guidance for repayment income eligibility is a one year history for most base wages, bonus, commission, overtime, secondary employment, and so on. 
A two year history is required for most self employment scenarios, seasonal, unemployment, and expense allowances. 
Child support and alimony would only require six months. 



 

  

   

      
   

    
 

     
      

       

 

      
   

REPAYMENT Income 

What income is NOT included? 
(This list is NOT inclusive. Refer to HB-1-3555, Chapter 9, 
Attachment 9-A for additional guidance.) 

Foster Care 
• Payments for the care of foster children or adults.

Lump Sum Payments 
• Such as inheritances, insurance payments, and personal

or property settlements.

Reimbursement of Medical Expenses 
• Amounts received specifically for, or in reimbursement

of the cost of medical expenses for any family member.

Unreliable Income 
• Temporary, nonrecurring, or sporadic income (including

gifts).

Student Financial Aid 
• Any aid received by household members for tuition,

fees, books, equipment, materials, and transportation.

SNAP Benefits 

Presenter Notes
Presentation Notes
Now let’s take a quick look at ineligible repayment income sources. 
This list would include but is not limited to foster income, lump sum payments such as inheritances or insurance payments, SNAP benefits, and any kind of unreliable or sporadic income such as gifts. Again, for a more detailed list, please refer to chapter 9 of the handbook.




  Calculating Income from Assets 

Presenter Notes
Presentation Notes
Non-retirement household assets that exceed $50,000 can influence annual income and, consequently, eligibility for a guaranteed loan. Therefore, it's important to examine how asset income is determined and the proper way to document it.



 

    

   
  

  

 
  

  
     

  

       

ASSET Income 

When do you calculate asset income? 
Include income from cumulative household non-
retirement assets of $50,000 or greater. 

Assets with Actual Earnings 
• Use the stated rate of interest.

Assets with NO Actual Earnings 
• Use a current passbook savings rate.

Prior to Calculating Income from Assets 
• Deduct any funds utilized for down payment, closing

costs, pre-paids, etc. in the home purchase
transaction.

• If total is now less than $50,000, asset income is not
required to be included.

Presenter Notes
Presentation Notes
When the cumulative non-retirement net family assets, exceed $50,000, those assets must be reviewed for annual income purposes. Lenders must review asset information provided by the applicant and household members at the time of loan application. 
Net family assets with actual earnings will use the stated rate of interest to calculate annual income. 
Net family assets that do not earn interest will use a current passbook savings rate to calculate annual income. 
A current passbook savings rate can be verified through the lender’s personal banking rates, online website, or other applicable sources.
For clarification, “net” assets means assets that will still be possessed post-closing. For example, if a household currently possesses $60,000 in non-retirement assets, and they will be paying closing costs of $15,000, that leaves net assets of $45,000 and therefore would require no further calculation for income purposes.




    

  
  

  

Asset Verification 
You may not have to enter them…but you have to verify them! 

Not required on “Assets & Liabilities” 
page, but may be required on 
“Eligibility” page. 

19 

Always required to verify. Calculation 
required if cumulative household total 
exceeds $50,000. 

Presenter Notes
Presentation Notes
Lenders do not have to list assets on the loan application or the "Asset and Liabilities" section in GUS. They can process the loan or get an automated underwriting decision without considering assets as a compensating factor. 
However, if the assets exceed that $50,000 threshold, the income from those assets must be included in the income calculations sent to USDA and on the GUS "Eligibility" page. 
Keep in mind that GUS Accept files do not need income calculations submitted. It's also important to note that asset verification is still necessary, even if the amount is below the threshold that requires it to be included in GUS.



 

Asset Inflation 

Accuracy matters! 

Invalid GUS underwriting recommendations 

Inaccurate annual income calculation 

Potential fraud 

Presenter Notes
Presentation Notes
It is crucial that assets are not overstated when used in GUS or manual underwriting.
Overstated assets can lead to: incorrect GUS underwriting recommendations, invalid compensating factors, incorrect annual income calculations, and possible fraud. 
If assets are inflated or miscalculated to get a GUS Accept recommendation or loan approval, it can affect the validity of the Loan Note Guarantee and loss claim payments.



  

  
 

  
  

 

 

 

     
 

 

Not required on “Assets & Liabilities”
page, but may be required on 
“Eligibility” page.

Always required to verify. Calculation
required if cumulative household total
exceeds $50,000.

Calculating Income from Assets - Example 

Checking account (non-interest bearing): $17,000 

Savings account (.25% interest): $24,000 

Certificate of Deposit (3% interest): $15,000 

Total Assets: $56,000 less $5,000 from checking used to 
purchase the home 

Remaining Assets = $51,000 

21 

Presenter Notes
Presentation Notes
This is an example of when and how to calculate assets to be included in the total household annual income.  
This applicant has a non‐interest bearing checking account with a balance of $17,000 as well as a savings account that earns a quarter of a % interest annually with a balance of $24,000.  
The applicant also has a Certificate of Deposit that earns 3% annual interest with a current balance of $15,000.
The applicant will use $5,000 from checking towards the purchase of the dwelling. 
The total of all eligible non‐retirement assets is $56,000, minus the $5,000 that will be used to purchase the home, bringing the remaining balance of assets to $51,000. 
This is more than the $50,000 threshold, therefore an income calculation is required.



  

  
 

  
  

  

  

  

 

   

Not required on “Assets & Liabilities”
page, but may be required on 
“Eligibility” page.

Always required to verify. Calculation
required if cumulative household total
exceeds $50,000.

Calculating Interest on Assets - Example 

Checking: $17,000 - $5,000 = $12,000 x .25% = $30 

Savings: $25,000 x .25% = $62.50 

CD: $15,000 x 3% = $450 

Asset Calculation: 30 + 62.50 + 450 = $542.50 

Include $542.50 in annual income calculation 

22 

Presenter Notes
Presentation Notes
Let’s continue using the example from the previous slide, the checking account is non‐interest bearing and will have $12,000 remaining after closing costs are deducted.
We will assume the passbook savings rate for this example is .25%.
This results in $30 of interest.
The savings account is earning .25% interest, which equals $62.50 of interest.
The CD will earn $450.
Add these calculations together and you get $542.50 of interest income that must be included in the annual income calculation.
Again, the calculation is NOT required to be shown on the 3555-21 and not required to be uploaded to GUS for any GUS Accept loans.  However, the income calculation should ALWAYS be retained in the lender’s permanent loan file and the calculation IS required to be provided on any GUS Refer, Refer with Caution or Manual Underwrite.



 

  

       
  

Assets…Which do I use? 

December Ending Balance: $4,354.53 

January Current Balance: $4,534.32 Use this amount 

REMINDER: Transaction Histories are not a substitute for Bank Statements 
in order to verify assets. 

23 

Presenter Notes
Presentation Notes
USDA has taken into account extensive feedback from its lending partners regarding the verification of assets and the differences observed compared to other programs. 
In response to this input, we have made adjustments. 
Lenders are now required to utilize the balance shown on the most recent bank statement or the verification of deposit, provided that the date on the verification of deposit is later than that of the bank statement.
As a reminder, transaction histories are not a substitute for bank statements in order to verify assets. 
Make sure you are submitting accurate documentation to USDA and avoid processing delays.

https://4,534.32
https://4,354.53


    
 

     
     

       
   

   
     

  

 Recurring and Non-Recurring Deposits 

Investigate all recurring deposits not attributed to 
wages or earnings. 

There is no tolerance or percentage of the amount of a 
recurring deposit that is not required to be investigated. 

Investigate individual (non-recurring) deposits greater than 
$1,000 on the account statements that are not attributed to 
wages or earnings. 

If the lender has questions as to the source of any deposit, 
recurring or not, then it should be investigated. 

Presenter Notes
Presentation Notes
As a rule, lenders must investigate all recurring deposits that are not tied to wages or earnings as well as any non-recurring deposits over $1000.  
If a lender has questions as to the source of any deposit, recurring or not, it should be investigated. 



  Income Verification & Documentation 
Requirements 

Presenter Notes
Presentation Notes
One main reason for delays in conditional commitments is missing or incomplete income documentation so let's explore these requirements to help you prevent any hold-ups in obtaining your conditional commitments.



   
 

 

 
 

  
   

  
 

  
  

  
  

 

   
 

Income Verification Requirements 

1 recent paystub with YTD 
figure 

Written VOE 
(may be electronically 
generated) 

Verbal VOE (must be obtained 
within 10 business days of 
closing) 

Streamlined Documentation EMPLOYED INCOME (base, 
overtime, bonus, 
commissions, etc.) 

Verify for all adult household 
members except full-time 

students. 

Full Documentation 

W-2’s for the most recent
two tax years

Verbal VOE (must be obtained 
within 10 business days of 
closing) 

Paystubs covering the most 
recent four weeks of earnings 

Presenter Notes
Presentation Notes
Let’s begin with what is required to verify income for a USDA loan. At a minimum, the following is required:

1 recent paystub with year to date figures
A Written VOE and a 
Verbal VOE within 10 business days of closing

If you are unable to obtain a written VOE you can collect

Paystubs covering 4 weeks of earnings, 
2 years W-2’s and a
Verbal VOE within 10 business days of closing

Lenders may have additional requirements, but this is the minimum documentation required by USDA.




  

    
        

    
   

     
     

 

  

 Income Verification Requirements 

SELF- EMPLOYED 
INCOME 

2-years of filed and signed personal and business tax returns with all
schedules plus a recent profit and loss statement (not required to be
audited)
OR 
IRS transcripts with all schedules plus a recent profit and loss 
statement (not required to be audited) 

Trend analysis for the applicant’s business (Recommend use of Fannie 
Mae Form 1084, “Cash Flow Analysis” and Fannie Mae Form 1088, 
“Comparative Income Analysis”) 

Confirmation the business is operational within 30 days of loan 
closing 

Presenter Notes
Presentation Notes
Self Employed borrowers will need to submit the following:
2 years of filed and signed personal AND business tax returns with all schedules plus a recent Profit & Loss Statement  OR
IRS Transcripts with ALL schedules plus a recent Profit & Loss Statement. Note that the Profit and Loss Statement is not required to be audited.
Also required is a Trend Analysis for the applicant's business and confirmation that the business is operational within 30 days of the loan closing.




     
      

  

 

  
   

   
   

      
       

  
     
    
  

IRS Transcripts 

Who are they required for? 
All adult household members (except full-time 
students). 

Purpose 
• Provide a quality control measure to ensure all income

and asset earnings reported to the IRS have been
disclosed to the lender.

Documentation Requirements 
• Lenders must obtain and review the transcripts prior

to loan closing and retain them in their permanent
loan file. 

• Tax transcripts not received prior to closing will not
delay the loan closing, but are still required to be
obtained and retained in the lender’s permanent loan
file.

Undisclosed Income 
• Previously unknown/undisclosed income or asset

sources that are identified by the transcripts will
require additional review by the lender and may
render a loan file ineligible.

Presenter Notes
Presentation Notes
One key part of verifying and documenting income is the IRS transcripts. 
These transcripts help ensure that all income and asset earnings reported to the IRS are shared with the lender. 
Lenders need to obtain and check these transcripts before closing the loan and keep them with their permanent loan records. 
If tax transcripts are not received before closing, it won't hold up the loan closing, but they still need to be obtained and kept with the lender’s permanent loan records. 
If the transcripts reveal any previously unknown or undisclosed income or asset sources, the lender will need to review this information further, which could affect the loan’s eligibility.



 
  

   

   
 

    

    

INCOME Review 
HB-1-3555, Chapter 9, Attachment 9-A 
Double check your income calculations, avoid processing 
delays! 

GUS does not determine stable and 
dependable income. The underwriter does. 

Incorrect data entries will render the 
underwriting recommendation as invalid. 

Refer to applicable column for income type. 

Presenter Notes
Presentation Notes
Our Policy team has created an excellent resource that outlines various income types and their impact on annual and repayment income calculations. 
Please take a moment to review attachment 9a. 



 
 

 

    
  

      
  

   
    

INCOME Calculations 
Attachment 9-B, Underwriting Transmittal 
Summary, or Similar Form 

REMINDER: Income worksheet was removed 
from the 3555-21 but calculations are still 
required. 

Lender must document and retain income 
calculations for all adult household members. 

Do not submit to USDA for GUS “Accept” loans 
but retain in case file. 

Presenter Notes
Presentation Notes
One of the main reasons files get delayed during the USDA review is due to missing income calculations or discrepancies between the calculations and the supporting income documentation. 
Additionally, if the lender's income calculation doesn't align with the entry in GUS, it can cause issues. Be sure to verify your figures before submitting your final application to USDA. 



   
  

 

   
 

    
  

Annual Income based on Hrly Rate at 
40hr/wk + YTD OT Avg 

Show Me the Math! 

Annual Income:  $32.50 x 40 hrs = $1,300 
x 52 = $67,600 
YTD OT 7500/5.4 mos = $1,388.88 x 12 = 
$16,666.67 + hrly $67,600 = $84,266.67 

Presenter Notes
Presentation Notes
Here’s a way to approach your income analysis and documentation. 
Be precise in your details. 
Refer to the numbers as they appear in the supporting documents. 
Make sure to record your calculations clearly so that anyone reviewing your work can easily understand how you determined the income.



Thank you for completing Part 2. PART 3 
Credit Analysis7 

Ratio Analysis8 
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Presenter Notes
Presentation Notes
You have now completed Part 2 of the New Lender training course. 
You may now proceed to Part 3, where we will discuss credit and ratio analysis.



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

33 

www.rd.usda.gov

	Structure Bookmarks
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot
	Annot


