
Policy and Handbook Updates
Presented by:  Alyssa Rung, Finance and Loan Analyst, Lender and Partner 
Activities Branch

Presenter Notes
Presentation Notes
My name is Alyssa Rung and I am a Finance and Loan Analyst with the Lender and Partner Activities Branch at Rural Development.  Thank you for joining us today for our policy and handbook updates live training. Ok so let’s get started on the presentation! 
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Today’s Topics
Handbook changes

• Chapter 4-Lender
Responsibilities

• Chapter 9- Income Analysis
• Chapter 10- Credit Analysis
• Chapter 11- Ratio Analysis
• Chapter 12- Property and

Appraisal Requirements
• Chapter 16- Closing the Loan

and  Requesting the
Guarantee

Updates
Common issues with lender

submissions
FAQ updates

Presenter Notes
Presentation Notes
Today we will cover some handbook chapter changes that have been implemented within the last year, updates of important information, common issues with lender submissions and some updates that have been made to our FAQ document.





Chapter 4
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Chapter 4 - Lender Responsibilities

Attachments 
3-B and 3-C
have been
removed.

Presenter Notes
Presentation Notes
This change is just updating the point of contact for submission of Form RD 3555-11 which is the Lender Record Change. Notifications should be emailed to RD Servicing office at RD.SO.HSB@usda.gov.
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Chapter 4 - Lender Responsibilities

Attachments 
3-B and 3-C 
have been 
removed.

Negligent servicing- Servicing that is inconsistent with 3555.252 and 
includes the failure to perform those services which a reasonably prudent 
lender would perform in servicing its own loan portfolio of loans that are 
not guaranteed. 

Examples:
• Violation of usury laws
• Civil rights laws
• Servicing requirements
• Failure to obtain the required security
• Use of loan funds for unauthorized

purposes

Presenter Notes
Presentation Notes
Provided the definition of negligent servicing, which I have provided on this screen.  Some examples of negligent servicing are: violations of civil rights laws, servicing requirements, failure to obtain the required security, and use of loan funds for unauthorized purposes. The Agency maintains the authority to enforce this policy regardless of the timeframe in which Rural Development is made aware of such action.  Negligent servicing includes not only the concept of a failure to act, but also not acting in a timely manner or acting contrary to the way a reasonably prudent lender would act up to the time of loan maturity or until a final loss is paid. 




Chapter 9
Income Analysis
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Chapter 9 – Income Analysis

Tax transcripts that are 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.

Presenter Notes
Presentation Notes
When the lender is unable to obtain transcripts from the IRS for the applicants or required household members, they may document their correspondence to and from the IRS in the permanent loan file to support the omission. The loan file will be considered complete when the explanation is documented. Loan closings will not be delayed due to obstacles in obtaining the tax transcripts. 
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Chapter 9 – Income Analysis

Written or email verifications are acceptable methods for verifying employment 
within 10 days of loan closing

Clarified the most recent asset information available at the time of loan 
application should be obtained by the lender.

Social security benefits can be used as repayment income when the income 
is reasonably expected to continue for at least 3 years into the mortgage.

Presenter Notes
Presentation Notes
For verifications of employment, a written or email confirmation that confirms the applicant’s current employment status within 10 business days of closing are acceptable methods for verifying employment.

An update surrounding assets is that lenders must review the most recent asset information provided by applicants 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. You can refer to the Asset section in Attachment 9-A for individual asset types and options for documentation/verification. 

The use of social security benefits as repayment income is allowed when the income is reasonably expected to continue for at least 3 years into the mortgage.
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Chapter 9 – Income Analysis

Presenter Notes
Presentation Notes
“Part-time income” can now be found on the Income and Documentation Matrix (Attachment 9-A) under “base wages”
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Chapter 9 – Income Analysis

Presenter Notes
Presentation Notes
These two changes can pertain to Attachment 9-A. 

The income type “foreign assets” has been added to the Assets and Reserves Matrix. For assets that are located outside of the US and its territories, you will need documentation verifying the assets have been exchanged to US dollars and held in a Federal or State regulated financial institution prior to closing. The lender must also verify the availability of funds with documentation. This documentation must be converted to English. 

The next one clarifies the repayment income guidance for “unreimbursed employee or business expenses” on the Income and Documentation Matrix. The total amount of unreimbursed expenses may be deducted from the annual and adjusted annual income.  The amount of unreimbursed employee or business expenses deducted from the annual income must also be deducted from repayment income. 
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Chapter 9 – Income Analysis

Presenter Notes
Presentation Notes
Guidance on the sourcing of gift funds has been added to the handbook to eliminate the level of sensitive financial documentation requested from the gifting party.
A gift letter is required, and it should indicate the donor, the dollar amount of the gift and a statement that the funds do not have to be repaid.

The lender must verify that there are sufficient funds to cover the gift and has been transferred into the applicant’s account. Or, it can be documented by: Evidence of the applicant’s deposit, a copy of the donor’s funds by check or EFT to the closing agent, or a copy of the Closing Disclosure showing receipt of the donor’s funds. 




Chapter 10
Credit Analysis
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Chapter 10 – Credit Analysis

Monthly subscription services, gym 
memberships, etc. have been added to the list 
of eligible sources of non-traditional credit.

Presenter Notes
Presentation Notes
Applicants that do not have a traditional credit history with a validated credit score, or if they have no credit score, may document their willingness to pay debt obligations through alternate sources.  Remember: The use of a non-traditional credit history is not a reason to deny a loan. Monthly subscription services, such as gym memberships, have been added to the list of eligible sources of non-traditional credit.




Chapter 11
Ratio Analysis
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Chapter 11- Ratio Analysis

If an amount other than what is reflected on the credit 
report is used in the Total Debt Ratio, the lender should 

provide documentation of the amount utilized.

When a balloon/deferred payment loan is due within 12 
months, the lender must evaluate the complete loan 

application to determine the applicant’s repayment ability.

A copy of the executed escrow agreement for temporary 
buydown accounts must be retained in the lender’s 

permanent loan file.

Presenter Notes
Presentation Notes
Amounts listed on the credit report will be used unless verification supports an alternate payment amount. If an amount other than that shown on the credit report is used, the lender will provide documentation of the amount utilized. This documentation should be uploaded with the final submission to Agency. The next one talks about 

Deferred debts and balloon debts that will require payment in full upon their due date must have a payment included in the monthly debts.  When the balloon/deferred payment loan is due within 12 months, the lender must evaluate the complete loan application to make a determination regarding the applicants’ repayment ability. If the actual payment on a deferred/balloon loan is unknown, the lender may obtain documentation from the creditor to establish a monthly payment that will be due on a documented payment date, or they must use five percent of the outstanding balance on the credit report or creditor verification. 

Funded buydown accounts are designed to reduce the borrower’s monthly payment during the initial years (temporary buydown) or the full life (permanent buydown) of the loan. The borrower must agree in writing that the temporary buydown funds will be placed in an escrow with a financial institution that is supervised by a federal or state agency and paid directly to the lender each month to reduce the monthly mortgage payment. The buydown account must be fully funded at origination; and A copy of the executed escrow agreement must be retained in the lender’s permanent loan file. 
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Chapter 11- Ratio Analysis

*No waivers are permitted to increase the PITI ratio above 34% for purchase transactions.

Presenter Notes
Presentation Notes
Increased the maximum PITI Ratio to 34%.
Although the PITI ratio has been increased, I just want to note that waivers are not permitted to increase the PITI ratio above 34% for purchase transactions.
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Chapter 11- Ratio Analysis
Compensating Factors

The proposed PITI does not exceed the 
applicant’s current verified housing expense by 
more than $100 or 5 percent, whichever is less, 
for the 12-month period preceding loan 
application
The subject property is an energy efficient home based 
on the International Energy Conservation Code (IECC) 
standards.
• For new construction homes, the dwelling must meet or exceed

the IECC in effect at the time of construction
• For existing dwellings, the dwelling must meet or exceed the

current IECC. Homes that have been retrofitted to meet the
current IECC standards are eligible.

Presenter Notes
Presentation Notes
Additional compensating factors, which may be considered to support approval of a ratio wavier, have been added to the handbook.

The first one added states that it would be an acceptable compensating factor if the proposed PITI does not exceed the applicant’s current verified housing expense by more than $100 or 5 percent, whichever is less, for the 12-month period preceding loan application. Verification of housing expenses may be documented on a Verification of Rent (VOR), Verification of Mortgage (VOM), or credit report.  The VOR, VOM, or credit report must include the actual payment due and report no more than one 30 day late payment for the previous 12 months. Rent or mortgage payment histories from a family member or interested party will not be considered unless 12 months of canceled checks, money order receipts, or electronic payment confirmations are provided. A history of less than 12 months will not be considered an acceptable compensating factor. Remember that no waivers are permitted to increase the PITI ratio above 34 percent for purchase transactions. 

The second compensating factor that was added is in regard to the subject property being an energy efficient home based on the International Energy Conservation Code standards. 
For new construction, the dwelling must meet or exceed the IECC in effect at the time of construction. The lender is responsible for verifying the home meets the IECC standards, with evidence maintained in the lender’s permanent loan file. You can refer to Chapter 12 for guidance in documenting thermal standards for new construction dwellings.  
Now For existing dwellings, the dwelling must meet or exceed the current IECC. Existing dwellings that have been retrofitted to meet the current IECC standards are eligible. The lender is responsible for verifying the home meets the current standards, with evidence maintained in the lender’s permanent loan file. 
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Chapter 11- Ratio Analysis

Presenter Notes
Presentation Notes
This last bullet on here was added to Provided additional clarification on business debts reported on the applicant’s personal credit report. So payments paid by the business must be included on the cash flow analysis and/or profit and loss statement, when applicable. 





Chapter 12
Property and Appraisal Requirements



• The presence of an ADU does not
automatically render the
property ineligible.

• Design features without a
separate address or independent
utilities are not restricted as long
as they function in support of
only the household members.

• The appraiser must determine if
ADU represents a second single
family housing dwelling unit.
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Chapter 12 – Property and 
Appraisal Requirements
Accessory Dwelling Unit (ADU)

Presenter Notes
Presentation Notes
•	This handbook updated provided additional guidance on accessory dwelling units and properties with minimal income producing features. The presence of an ADU does not automatically render the property ineligible. 
	Design features, such as, converted portions of existing homes that include things like a kitchenette or an additional attached living area (e.g., bedroom and/or bathroom) without a separate address or independent utilities are not restricted, as long as they function in support of only the household members.  ADUs which function in support of the household members, such as multigenerational households are consistent with the objective of this program, however those designed to create potential rental income, are not. 
The appraiser will determine if the ADU represents a second single family housing dwelling unit. The appraiser must document the highest and best use considering all property characteristics, including the status of the utilities if they are separate, when making this determination. 
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Chapter 12 – Property and Appraisal Requirements
Appraisal Photographs

• Photos should be in color
• Front view of the property
• Rear view of the property
• A street scene identifying the location of the subject property

and showing neighboring improvements
• The kitchen, main living area, bathrooms, bedrooms
• Any other rooms representing overall condition, recent updates,

such as restoration, remodeling and renovation
• Basements, including all finished and unfinished rooms
• Attic and/or crawl space when it can be safely accessed without

disturbing or moving items that obstruct access or visibility
• Comparable sales, listings, and/or pending sales utilized in the

valuation analysis must include at least a front view of each
comparable utilized

• The HUD Data Plate and the HUD Certification Label(s) for
manufactured homes

Presenter Notes
Presentation Notes
•This update clarified the photo requirements for appraisals and the guidelines for documenting appraisal updates. Let’s just talk about all of the photograph requirements.

Appraisal photos should be in clear, in color, and descriptive to identify the property’s condition and quality. Photographs must clearly represent the improvements, any physical deterioration of the property, amenities, and conditions of the home. This includes any external influences that may have a material effect on the market value or marketability of the property. An appraisal report should have an interior and exterior inspection of the property and must include photos of the following:
A front view 
A rear view 
A street scene identifying the location of the subject property and showing neighboring improvements; 
The kitchen, main living area, bathrooms, bedrooms; 
Any other rooms representing overall condition, recent updates, such as restoration, remodeling and renovation; 
Basements, including all finished and unfinished rooms  
Attic and/or crawl space when it can be safely accessed without disturbing or moving items that obstruct access or visibility; 
Comparable sales, listings, and/or pending sales utilized in the valuation analysis must include at least a front view of each comparable that was used in the report; 
The HUD Data Plate and the HUD Certification Label(s) for manufactured homes need to be included; and for
Condominium projects, photographs of the common areas and shared amenities need to be included as well. 
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Chapter 12 – Property and Appraisal Requirements
Appraisal Updates

• Appraisal update. The validity period of an appraisal report can be extended
only one time with an Appraisal Update Report.

• USPAP (Advisory Opinion 3) states that there are three ways that the reporting
requirements can be satisfied for this type of assignment:

1. Provide a new report that contains all the necessary information/analysis
to satisfy the applicable reporting requirements, without incorporation
of the prior report by either attachment or reference.

2. Provide a new report that incorporates by attachment specified
information/analysis from the prior report so that, in combination, the
attached portions and the new information/analysis added satisfies the
applicable reporting requirements.

3. Provide a new report that incorporates by reference specified
information/analysis from the prior report so that, in combination, the
referenced portions and the new information/analysis added satisfies
the applicable reporting requirements.

Presenter Notes
Presentation Notes
Clarified the guidelines for documenting appraisal updates.

Appraisals must be completed within 180 days of loan closing, however appraisals that are older than 180 days prior to loan closing are eligible for an Appraisal update. The validity period of an appraisal report can be extended only one time with an Appraisal Update Report. The appraisal may be expired at the time the appraisal update is requested. However, when the original appraisal is subsequently updated, the appraisal is valid for no greater than one year from the effective date of the original appraisal report at loan closing. The purpose of an appraisal update request is to determine if the property has declined in value since the effective date of the original appraisal. An update is not eligible to support a higher appraised value of the property. 
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Chapter 12 – Property and Appraisal Requirements
Construction Documentation Requirements

Presenter Notes
Presentation Notes
Another update was providing additional guidance on construction documentation requirements. This chart shows the documentation requirements for new construction stick built homes. The first column shows the options for evidence of certified plans and specs, the second columns shows the options for evidence of construction inspections, and the third column shows the options of evidence of thermal standards. Chapter 12 goes into more specific detail on who may certify the plans and specs. 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. 
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Chapter 12 – Property and Appraisal Requirements
Manufactured Documentation Requirements

Presenter Notes
Presentation Notes
Another chart that was added was the documentation requirements for new construction manufactured homes.  This chart is set up the same way as the chart on the previous slide. 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. Warranty documents for manufactured homes must include the serial number. You can find more detailed information on these items in chapter 12.
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Chapter 12 – Property and Appraisal Requirements
Single Close Construction- Rent

The rent payment may be excluded from the total debt 
ratio if the lender obtains documentation verifying the 
applicant will no longer be liable for rent payments 
under the lease agreement once the financed single-
close construction home is completed.  

If the applicant is currently renting and will remain 
liable for rent payments under the lease agreement 
even after the single-close construction home is 
completed, the rent payment must be included in the 
total debt ratio. 

Presenter Notes
Presentation Notes
This update provided additional guidance regarding how a borrower’s current rent obligation should be considered when obtaining a single-close construction loan.
If the applicant is currently renting, the rent payment may be excluded from the total debt ratio if the lender obtains documentation verifying the applicant will no longer be liable for rent payments under the lease agreement once the financed single-close construction home is completed.  
If the applicant is currently renting and will remain liable for rent payments under the lease agreement even after the single-close construction home is completed, the rent payment must be included in the total debt ratio. 
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Chapter 12 – Property and Appraisal Requirements

Presenter Notes
Presentation Notes
•Attachment 12-C, which is Project review-optional checklist,  has been revised to provide additional guidance on the single-close construction requirements. Details on key points referenced in this checklist, along with full program details, can be found throughout Chapter 12 of the Handbook. 




Chapter 16
Closing the Loan and Requesting the Guarantee
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Chapter 16- Closing and Loan Requesting the Guarantee
Insurance 

Insurance Deductible(s) 

• Hazard Insurance should not exceed  5% of the total coverage
amount

• Flood insurance should not exceed $10,000

Lenders should take in account the applicant’s 
repayment ability when permitting a high deductible. 

Presenter Notes
Presentation Notes
Here are some updates regarding insurance. Properties should have replacement cost coverage in an amount that is at least equal to the guaranteed value of the improvements or the unpaid principal balance. Deductible(s) should not exceed 5% of the total coverage amount. 

Flood insurance must cover the lesser of the outstanding principal balance of the loan OR the maximum amount of coverage allowed under NFIP. Unless a higher amount is allowed by state or federal law (which does includes FEMA policies), the maximum deductible clause for a flood insurance policy should not exceed $10,000. Existing dwellings are eligible for our program if flood insurance is available. 
However, when using a high deductible, lenders must be mindful of the applicant’s repayment ability and ensure that the chosen deductibles are reasonable for the applicant and will not cause undue hardship on the borrower. We currently do not have any specific documentation requirements for this.




Updates



Obtaining a Payoff and/or Lien 
Release for a USDA Mortgage 
Recovery Advance

• This reference sheet includes a
centralized email address for MRA
inquiries and instructions on
obtaining a payoff and/or a release
of lien for an MRA.

Presenter Notes
Presentation Notes
The Single-Family Housing Guaranteed Loan Program (SFHGLP) has updated the online reference guide for obtaining a payoff and/or release of lien for a USDA Guaranteed Loan Mortgage Recovery Advance (MRA).

The reference guide, which is available on the USDA LINC Training and Resource Library, includes a centralized email address for MRA inquiries, as well as specific instructions on how to obtain a payoff and/or a release of lien for an MRA.
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USDA Stand-Alone Mortgage Recovery 
Advance (MRA) Ratio Waiver

Removed the 31% 
PITI and 55% TDI 
ratio limitations

Used to solely cure 
the arrearage and 

allow the borrower to 
continue their current 
contractual payment.  

Servicers should adhere to 
all other guidelines in the 
7CFR Part 3555 and the 
Loss Mitigation Guide, 

located in Chapter 18 of 
the 3555 Guaranteed 
Technical Handbook. 

For the full 
announcement, click here. 

Presenter Notes
Presentation Notes
This update is for the Stand-Alone MRA Ratio Waiver. This waiver has enabled our servicers to provide effective loss mitigation by removing the 31% PITI and 55% TDI ratio limitations from the requirements in the regulations. It allows the borrower continue their current contractual payment and give the borrower an opportunity to regain a current mortgage payment status and start making the contractual payments they originally qualified for, and were able to maintain, prior to experiencing their hardship. This waiver applies only to the Stand-Alone MRA and will remain in effect until rescinded by the USDA or a permanent policy change is made adjusting the requirements. 

https://www.rd.usda.gov/sites/default/files/3555-1chapter18.pdf
https://content.govdelivery.com/accounts/USDARD/bulletins/38a8e08
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Payment Supplement Account (PSA) Pilot 

Put into place to assist Servicers in offering payment relief to borrowers 
without modifying a loan

• Loan modifications are not always providing payment relief.

PSA is funded by a Stand Alone MRA that is incrementally utilized to do the 
following: 

• Cure the arrearage accumulated during the hardship
• Supplement the principal portion of the borrower’s payment to provide payment relief for 3

years

USDA does not take a 2nd lien on an MRA paid for the PSA, it remains a part of 
the Servicer’s lien as a non-interest bearing, recoverable servicing advance

For the full announcement, click here. 

Presenter Notes
Presentation Notes
This is a pilot that was put into place to assist Servicers in offering payment relief to borrowers without modifying a loan.  With the current rate environment, loan modifications are not always providing payment relief.  Many of our borrowers have rates that are 3% or so and modifying the loan requires the rate be taken to the current market rate, which is currently much higher. 

The PSA is funded by a Stand Alone MRA and then incrementally utilized to do two things: 
The first thing is that it will cure the arrearage accumulated during the hardship and bring the loan current, and 
Then supplement the principal portion of the borrower’s payment in monthly increments and provide payment relief for three years. 
The PSA will remain with the servicer’s lien as a non-interest-bearing, recoverable servicing advance. The MRA created under this pilot program will not be secured by a second lien in favor of Rural Development, which eliminates the need for notary fees, recording costs, and additional legal fees.  The PSA Pilot is optional for Servicers to participate in. 


https://content.govdelivery.com/accounts/USDARD/bulletins/3ac0413
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Special Servicing Options for Non-Performing Loans 

Proposed Rule was intended to benefit borrowers and servicers by providing 
servicers more flexibility in their servicing options, offering a less expensive and less 
cumbersome MRA process, and reduce program risk of the guaranteed loan 
portfolio.

• A final offer has been created as a pre-foreclosure alternative.
• Special Loan Servicing is no longer a separate option in the waterfall, as all Loss Mitigation options have

been combined into one waterfall.
• When processing a loan modification, servicers may extend the term in one-month increments, up to a

maximum of 480 months until the targeted payment reduction has been achieved.
• The ratio cap for total debt to income has been eliminated.
• MRAs executed on or after the effective date of the Final Rule will not be secured by a lien in favor of

the USDA but will remain a part of the servicer’s first lien.
• A borrower may receive multiple MRAs as long as the cumulative amount of MRAs is less than or equal

to 30% of the unpaid principal balance at the time of default.

For the full announcement, click here. 

Presenter Notes
Presentation Notes
This update talks about the Special Servicing Options for Non-Performing Loans. The main change is that the USDA will no longer take a 2nd lien on the MRAs, regardless of the type of MRA it is.  All MRAs will remain a part of the Servicer’s lien as a non-interest bearing, recoverable servicing advance. There will be no more Promissory Notes or Subordinate Mortgages in favor of the USDA. 
Special Loan Servicing is no longer a separate option in the waterfall, all Loss Mitigation options have been combined into one waterfall. 
Loan Modifications will now be able to extend up to 480 months (previously 360) until payment reduction has been achieved
The ratio cap for total debt to income of 55%, that we mentioned in the previous slide, has been eliminated 
and a borrower may now receive multiple MRAs as long as the cumulative amount of MRAs is less than or equal to 30% of the unpaid principal balance at the time of default. These changes are expected to become effective in February of 2025.

https://content.govdelivery.com/accounts/USDARD/bulletins/3aef8fd


34

USDA Launches New Tool

Single Family Housing GLP Policy Desk | Rural Development

Presenter Notes
Presentation Notes
USDA has launched a new tool which is known as the Policy Desk. It is USDA’s one-stop shop for guaranteed home loan customers and stakeholders to review these proposals and provide their input before changes take effect. On this page you can see an archive of previous proposals that have been posted. Through this tool, USDA seeks to enhance program efficiency and hopes to increase transparency and engagement with its customers and stakeholders.  

https://www.rd.usda.gov/resources/usda-linc-training-resource-library/single-family-housing-glp-policy-desk
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USDA Launches New Tool Single Family Housing GLP Policy Desk

Presenter Notes
Presentation Notes
If there are any proposed policy revisions that are open for comment, they will be listed on this screen. To make a comment, you just click on the stakeholder comment form. When it opens, there is a short form where you can enter your comments on the proposed revisions. This form makes it quick and easy to give us your valuable feedback!

https://www.rd.usda.gov/resources/usda-linc-training-resource-library/single-family-housing-glp-policy-desk


 Form RD 3555-21
 Streamlined the form to remove

information captured elsewhere, while
maintaining the required certifications.

Policy Updates

Presenter Notes
Presentation Notes
Here is an example of something that has recently been on the policy desk and was open for comment. The proposed revisions to Form RD 3555-21 are meant to streamline the form to remove information captured elsewhere, while maintaining the required certifications.
This change has not yet taken effect, and we do not have an anticipated effective date at this time. A 30-day advance notice will be provided in advance of the changes being implemented.
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Policy Updates

Proposing to establish a timeframe of 7 years following a previous Agency loss 
for it to be considered significant derogatory credit.

Existing Manufactured Pilot Program was recently extended

Proposing to reduce the seasoning requirements for our refinance transactions

Presenter Notes
Presentation Notes
We have published a proposed rule for the Significant derogatory credit and refinance seasoning period in the federal register.  This first part proposes to establish a timeframe of 7 years following a previous Agency loss for it to be considered significant derogatory credit. Currently, the CFR doesn’t have a timeframe so if someone did have a previous Agency loss, it would be tied to them indefinitely. We are proposing to remove that loss after 7 years. 
The second part of this proposed rule is proposing to eliminate the seasoning period for the streamlined and non-streamlined refinance options and establish a 6-month seasoning period for the streamlined-assist refinance options. This gives the borrowers the opportunity to refinance quicker, if there is a significant reduction in interest rates.

Another update we have is the existing Manufactured Pilot Program was recently extended via a Federal Register Notice, which was published on October 11th.  This Notice extends the current program until final rule making is completed to make this a permanent part of the program.



Common issues with Lender 
Submissions

Presenter Notes
Presentation Notes
Next, I want to talk about some common issues with lender submissions



Common issues with lender submissions
Income calculation

 discrepancies

• Missing Income Calculations
(Annual, Adjusted, Repayment)
including supporting income
documentation

• Lender calculations often do
not match supporting income
documentation received

• Lender’s income calculations do
not match the entry in GUS.

Missing Bank Statements for all 
applicants’ accounts

• Bank Statements are required
to verify assets.

• Asset documentation shows
evidence of transfers to
additional accounts for which
asset documentation was not
originally provided.

Presenter Notes
Presentation Notes
We find that a lot of times there are missing Income Calculations, whether it be Annual, Adjusted, or repayment, as well as the supporting income documentation for those. You must also ensure that the lender calculations match the supporting income documentation and what is entered into GUS. Please be mindful that income calculations should always be retained the lender file, regardless of the type of file submission. If you are unsure as to whether you need to submit the income calculations with your submission, please refer to Attachment 15-A, the loan origination checklist. 

Another issue we see is missing Bank Statements for all applicants’ accounts. I want to note that transaction Histories are not a substitute for Bank Statements, we must have them in order to verify assets. In addition, asset documentation shows evidence of transfers to additional accounts for which asset documentation was not originally provided. 






Common issues with lender submissions

After Pay Accounts

• After Pay accounts should be
treated like an installment debt

• Documentation for the debt should
be obtained and then entered into
GUS as an installment liability

Appraisal reminders

• The appraised value does not match
the value entered into GUS. This is
supported in QA findings as well.

• Report must contain colored
photographs of all required areas of
the home.

• HUD handbook statement must be
on the appraisal.

Presenter Notes
Presentation Notes
After pay accounts seem to be growing in popularity and USDA is seeing an increase in Afterpay accounts on the bank statements we receive.  Reminder:  Afterpay accounts should be treated like an installment debt. Documentation for the debt should be obtained and then it should be entered into GUS as an installment liability. If ten or less months of repayment remains per the credit report, creditor verification, etc., the monthly debt may be omitted if the payment does not exceed five percent of the monthly repayment income. 

Appraisal Reminders: We have been running into the issue where the appraised value does not match the value entered into GUS. Additionally, we often must go back to the lender requesting missing photographs, these photos must also be in color. Please ensure that the statement of whether the home does or does not meet the HUD handbook 4000.1 is included on the appraisal, as it is required. 





Common issues with 
lender submissions

Supporting documentation uploads

• Only upload required documentation, per
Attachment 15-A, all other documentation
should be retained in lenders permanent loan
file

• Review the GUS findings report to ensure you
have included all required documents.

Presenter Notes
Presentation Notes
USDA often experiences cases where lenders will upload everything they have in their file even if it is not part of the Attachment 15-A Checklist. These large files slow down our review process as we must sift through unnecessary documentation to find the required documents. 

On the other hand, sometimes the documents that are required on Attachment 15-A may be missing in the upload. 

I just want to remind everyone to please be diligent to review the GUS findings report and submit supporting documentation in accordance with the 15-A Checklist.  Also, if a GUS Final Submit is completed, please be prepared to upload the required documents to avoid delays in USDA’s review. 




FAQ Updates

Presenter Notes
Presentation Notes
Now, I want to go over a couple of recent changes to the FAQ document. 



Q: Is a ratio waiver required on a purchase 
transaction when the total debt ratio exceeds 41% 
on an “Accept with Full Documentation” GUS 
recommendation?

FAQ Updates
rd-sfh-faqloanorigination.pdf

Presenter Notes
Presentation Notes
Q: Is a ratio waiver required on a purchase transaction when the total debt ratio exceeds 41% on an “Accept with Full Documentation” GUS recommendation?


https://www.rd.usda.gov/media/file/download/rd-sfh-faqloanorigination.pdf


Q: Is a ratio waiver required on a purchase 
transaction when the total debt ratio exceeds 41% 
on an “Accept with Full Documentation” GUS 
recommendation?

A:No, on a GUS “Accept or an Accept with Full 
Documentation” underwriting recommendation, 
the ratio waiver is automatically approved, even if 
the file was selected for a full documentation 
review. 
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A:No, on a GUS “Accept or an Accept with Full Documentation” underwriting recommendation, the ratio waiver is automatically approved, even if the file was selected for a full documentation review. 


https://www.rd.usda.gov/media/file/download/rd-sfh-faqloanorigination.pdf


Q: Is a ratio waiver available on a purchase 
transaction when the total debt ratio exceeds 41% 
on a “Manually Submitted File, Refer, or Refer with 
Caution” GUS recommendation? 
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Q: Is a ratio waiver available on a purchase transaction when the total debt ratio exceeds 41% on a “Manually Submitted File, Refer, or Refer with Caution” GUS recommendation? 



https://www.rd.usda.gov/media/file/download/rd-sfh-faqloanorigination.pdf


Q: Is a ratio waiver available on a purchase 
transaction when the total debt ratio exceeds 41% 
on a “Manually Submitted File, Refer, or Refer with 
Caution” GUS recommendation? 

A: Yes, a ratio waiver is available on a “Manually 
Submitted File, Refer, or Refer with Caution” 
submission if the total debt ratio exceeds 41% and 
the applicant meets certain Agency requirements. 
Refer to Chapter 11.  PITI ratio waivers are no 
longer permitted. 
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A: Yes, a ratio waiver is available on a “Manually Submitted File, Refer, or Refer with Caution” submission if the total debt ratio exceeds 41% and the applicant meets certain Agency requirements.  Refer to Chapter 11.  PITI ratio waivers are no longer permitted. 



https://www.rd.usda.gov/media/file/download/rd-sfh-faqloanorigination.pdf


Q: Are ratio waivers required on refinance 
transactions? 
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Q: Are ratio waivers required on refinance transactions? 


https://www.rd.usda.gov/media/file/download/rd-sfh-faqloanorigination.pdf


Q: Are ratio waivers required on refinance 
transactions? 

A: Non-Streamlined and Streamlined refinance 
transactions may require a debt ratio waiver. Refer 
to Chapter 11 for details.  Streamlined-Assist 
refinance transactions are not subject to ratio 
requirements; thus, a ratio waiver is not required. 
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A: Non-Streamlined and Streamlined refinance transactions may require a debt ratio waiver. Refer to Chapter 11 for details.  Streamlined-Assist refinance transactions are not subject to ratio requirements; thus, a ratio waiver is not required. 


https://www.rd.usda.gov/media/file/download/rd-sfh-faqloanorigination.pdf
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Training & Resource   
Library 

Bookmark It!

Provides Training and 
Resources

Presenter Notes
Presentation Notes
Here is our LINC Training and Resources Library. It is really a treasure chest of valuable information. It provides tools and resources to assist in navigating topics like Lender Approval, Loan Origination, Lender Training, Loan Closing, the Guaranteed Underwriting System, and Loan Servicing. You can also find the turn times for files here as well, which are typically 48 hours or less.
This site is always available and has many different trainings and documents to help you administer the program.  


https://www.rd.usda.gov/resources/usda-linc-training-resource-library


Lender Training 
Schedule 

50https://www.rd.usda.gov/resources/usda-linc-training-resource-library/lender-training-schedule

Contact LPA for personalized 
group/team training:

SFHGLD.lenderpartner@usda.gov

Presenter Notes
Presentation Notes
The LPA team offers monthly virtual trainings! We have a training schedule on the LINC Training and Resource Library page. You can view the training events that are coming up and also register for them when they become available, which is usually about 30 days before the event. I also want to mention that if you have training needs outside of those that are posted in the LINC Library or in the line up of our training schedule, you can always reach out to our team for personalized group trainings for your team.  Our email address is listed here on the slide.


https://www.rd.usda.gov/resources/usda-linc-training-resource-library/lender-training-schedule


CONTACTING 
USDA

www.rd.usda.gov/sites/default/files/SFHGLPContactList.pdf
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