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Presenter Notes
Presentation Notes
Today we’re going to give a brief overview of our major credit topics such as the credit review, credit score validation, credit exceptions, and non traditional credit. And we’re also going to share with you some of the frequently asked questions we’ve received on credit through with some trivia questions. 



Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Navigating the Credit Review

CREDIT 
REVIEW

Presenter Notes
Presentation Notes
Do depending how your day is going today, you may feel a bit like this, but we sure hope navigating an applicant’s credit review doesn’t leave you feeling like this? Because reviewing credit for a USDA applicant should not be much different than any other type of credit review. And if you ever do feel like this, it probably is because you’re missing an essential element and that’s…

mailto:sfhgld.program@usda.gov


Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Navigating the Credit Review

Presenter Notes
Presentation Notes
Your underwriter!! Your underwriter is your greatest resource. Working together with your underwriter, you’ll be able to better navigate USDA guidelines. Remember, lenders may impose additional criteria or overlays at their discretion. So if something just isn’t making sense or connecting with what’s in the USDA handbook, contact your underwriter. It’s likely a lender overlay and that’s why it is critical to always communicate with them. 
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Creditworthiness

Ability & willingness to meet 
obligations

Verifiable credit history

Adverse credit

Guaranteed Underwriting System 
(GUS) Recommendation

Presenter Notes
Presentation Notes
As USDA lenders, it is important to understand the regulations that govern our program and ensure compliance at all times. However, it is also essential to recognize that ultimately, the decision-making authority lies with each individual lender. While lenders must adhere to the guidelines set forth by regulatory guidelines, they make independent judgments based on their expertise and understanding of the market while serving your clients' best interests. Attachment 10A in our handbook is a resource to assist in the credit review.
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Guidelines & Resources

HB-1-3555

Chapter 10

USDA LINC Training & Resource 
Library

sfhgld.program@usda.gov or 
833-314-0168, ext. 4

Presenter Notes
Presentation Notes
Attachment 10A can be found in Chapter 10 of HB-1-3555The handbook is available on the LINC Training and Resource LibraryIf after talking with your underwriter, you still have questions, please reach out to our scenario desk team for assistance.Because we only have an hour today, it’s impossible to cover everything in Chapter 10 so please make sure that you take time to review the handbook and other tools we share with you at the end of today’s event.
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Credit Score Validation

Presenter Notes
Presentation Notes
Let’s talk a little about credit score validation.



CREDIT SCORE Validation

When is it required? 

Refer to your GUS Underwriting Recommendation & 
GUS Findings Report.

GUS “Accept”:
• No credit score validation required.

GUS “Refer”, “Refer w/Caution”, and 
Manually Underwritten Files: 
• At least one applicant whose income or 

assets are used for qualification must 
have at least 2 historical trade line 
references.

No eligible tradelines on the credit 
report:
• Non-traditional credit must be verified.

Presenter Notes
Presentation Notes
GUS will determine the acceptable credit score to be used for the underwriting recommendation.      If a GUS Accept or Accept with Full Documentation underwriting recommendation is received then No credit score validation is required. That doesn’t mean the lender doesn’t have to review the applicant’s credit. The lender must still do their due diligence to ensure the creditworthiness of the applicant. Automated underwriting isn’t perfect and things may be discovered through that human review that GUS didn’t pick up on.    An accept though does mean that your applicant will not be subject to certain waivers and verifications and we’ll talk more about those as we go through today’s presentation.Now loans receiving a refer or refer with caution GUS underwriting recommendation and manually underwritten loans do require credit score validation and we’ll go into more details on the next slide.A credit report with no score must refer to non-traditional tradeline requirements. 



Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Credit Score Validation

Validate 
Credit Score: 
GUS Refer, Refer 
with Caution, 
and Manually 
Underwritten 
files.

1 applicant whose income and/or assets is used must have a validated 
credit score. 

Must have 2 tradelines on the credit report that have been/were/are open for 12 
months based on the date the account was opened as stated on the credit report. 

A validated score does not indicate the applicant has an acceptable credit history.  A 
validated score confirms that one applicant has an eligible minimum credit history. 

Underwriter must still analyze credit history.

Presenter Notes
Presentation Notes
For those GUS refer, refer with caution, and manually underwritten loans,One applicant whose income and/or assets is used to originate the loan must have a validated credit score.  This applicant must have two tradelines on the credit report that have been or are open for 12 months based on the date the account was opened as stated on the credit report.  Now again, remember a validated score does not indicate the applicant has an acceptable credit history.  A validated score confirms that one applicant has an eligible minimum credit history. The Underwriter must still analyze the credit history.
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Credit Score Validation

Eligible 
tradelines to 
validate the 
credit score.

May be open, closed, and/or paid in full, when a payment history is 
reflected: 

Loans (secured/unsecured)

Revolving accounts

installment loans

Credit cards

Collections

Charge-off accounts

Presenter Notes
Presentation Notes
These are examples of tradelines that are eligible to validate the credit score when a payment history is reflected. They may be open, closed, or paid in full
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Presenter Notes
Presentation Notes
As I mentioned, today’s presentation includes some scenario questions our policy team has received from lenders. We like to include these in our presentations as it’s a great way to see how to apply regulation and handbook interpretations to real life scenarios.



Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Question

An applicant has 2 credit 
scores, with the third 
credit score frozen. 

Does the third score need 
to be unfrozen?

Presenter Notes
Presentation Notes
An applicant has 2 credit scores, with the third credit score frozen. Does the third score need to be unfrozen?
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Answer

ANSWER: Yes

Applicants must ensure 
credit data frozen at 
any credit repository is 
made available.

Presenter Notes
Presentation Notes
ANSWER: YesApplicants must ensure credit data frozen at any credit repository is made available.

mailto:sfhgld.program@usda.gov


Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Question

On a GUS Refer, the applicant only 
has one credit score.  However, the 
applicant has enough tradelines on 
their credit report to meet the credit 
score validation requirements.  

Are non-traditional tradelines also 
required?

Presenter Notes
Presentation Notes
On a GUS Refer, the applicant only has one credit score.  However, the applicant has enough trade lines on their credit report to meet the credit score validation requirements.  Are non-traditional trade lines also required
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Answer

ANSWER: No

Only one credit score is 
required as long as the credit 
score has been validated.

Presenter Notes
Presentation Notes
ANSWER: NoOnly one credit score is required as long as the credit score has been validated.
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Question

On a GUS Refer loan, there are 2 
applicants on the loan and the primary 
applicant has a credit score and meets 
the requirements for a validated credit 
score. The co-applicant does not meet 
the validation criteria. 

Can I proceed?

Presenter Notes
Presentation Notes
On a GUS Refer loan, there are 2 applicants on the loan and the primary applicant has a credit score and meets the requirements for a validated credit score. The co-applicant does not meet the validation criteria. Can I proceed?
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Answer

ANSWER: Maybe

• At least one applicant must have a 
validated credit score. 

• The other applicant(s) are not held to 
specific tradeline requirements. 

• However, lender underwriter discretion 
may require additional verification.

Presenter Notes
Presentation Notes
ANSWER: MaybeAt least one applicant must have a validated credit score. The other applicant(s) are not held to specific tradeline requirements. However, lender underwriter discretion may require additional verification.
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Question

An applicant has 2 auto loans 
reporting for 8 months and 4 
months respectively.

Can we use the aggregate of that 
to meet the requirement of an 
account reporting for 12 
months?

Presenter Notes
Presentation Notes
An applicant has 2 auto loans reporting for 8 months and 4 months each, can we use the aggregate of that to meet the requirement of an account reporting for 12 months?
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Answer

ANSWER: No

• You cannot use the aggregate of 2 
accounts to report for 12 months.

• A tradeline must have been opened 
for a full 12 months to be an eligible 
tradeline for the purpose of validating 
a credit score.

Presenter Notes
Presentation Notes
ANSWER: NoYou cannot use the aggregate of 2 accounts to report for 12 months. A tradeline must have been opened for a full 12 months to be an eligible tradeline for the purpose of validating a credit score.
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Non-Traditional Credit



NON-TRADITIONAL Credit

How many tradelines are required? 

Refer to your GUS Underwriting Recommendation & 
GUS Findings Report.

No Present Housing Expense:
• 3 tradelines

Present Housing Expense:
• 2 tradelines (VOR or housing payment 

verification plus 1 additional trade line)

Tradeline History:
• May be open, recently closed and/or 

paid in full (recent = 6 months)
• Must have 12-month history 

UPDATE
• Monthly subscription services, gym 

memberships, etc. may now be 
considered as an eligible source.

Presenter Notes
Presentation Notes
Applicants without a conventional credit history or a validated credit score can demonstrate their ability to meet debt obligations through alternative means. A non-traditional credit history alone does not justify a loan denial. Ultimately, it is the lender's duty to assess whether the loan aligns with Agency guidelines and represents an acceptable credit risk, regardless of the GUS recommendation. For applicants with a 12-month Verification of Rent (VOR), two tradelines are necessary: the VOR and one additional eligible tradeline from the credit report with a 12-month history, or an acceptable non-traditional tradeline. Applicants lacking a rent history must provide three tradelines, which can be a mix of traditional tradelines from the credit report with a 12-month history or eligible non-traditional tradelines. Non-traditional credit can be documented in several ways: 1. A Non-Traditional Mortgage Credit Report (NTMCR), 2. Self-reported tradelines on a traditional credit report, or 3. Documentation from third-party verifications, canceled checks, money order receipts, electronic payment records, payment histories from creditors, or bank statements that clearly show debit payments for services or products. An eligible non-traditional tradeline must have a 12-month history and should not have been closed more than six months before the loan application. Acceptable non-traditional credit sources include, but are not limited to: rent or housing payments, utility services such as gas, electric, water, landline telephone service, or cable TV (provided these services are not included in rent payments).



NON-TRADITIONAL Credit

What documentation is required?
Refer to your GUS Underwriting Recommendation & 
GUS Findings Report. 

A Non-Traditional Mortgage Credit 
Report (NTMCR).

Self-Reported tradelines on a 
traditional credit report.

Evidence from third party 
verifications: Canceled checks, money 
order receipts, electronic payments, 
payment histories from the 
creditor/company, bank statements 
that clearly identify debit payments 
for the service/product, etc.

Presenter Notes
Presentation Notes
Non-traditional credit may be documented as 1. A Non-Traditional Mortgage Credit Report (NTMCR), 2. Self-Reported tradelines on a traditional credit report, or 3. Evidence from third party verifications, canceled checks, money order receipts, electronic payments, payment histories from the creditor/company, bank statements that clearly identify debit payments for the service/product, etc.    



Presenter Notes
Presentation Notes
Let’s take a look at some more scenarios and how the regulations and handbook guidance we just went over in the previous slides would apply to the situation.



Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Question

Can overdraft protection 
attached to a checking 
account be used as a 
non-traditional 
tradeline?

Presenter Notes
Presentation Notes
Can overdraft protection attached to a checking account be used as a non-traditional tradeline? 
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Answer

ANSWER: No

Overdraft protection is 
not a credit obligation 
and is not used as an 
alternative trade line.

Presenter Notes
Presentation Notes
ANSWER: NoNo, overdraft protection is not a credit obligation and is not used as an alternative trade line. 
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Question

Is repayment on a 401K 
loan considered an 
acceptable non-traditional 
credit tradeline? 

Presenter Notes
Presentation Notes
Is repayment on a 401K loan considered an acceptable non-traditional credit tradeline? 
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Answer

ANSWER: No

401K loans are considered 
personal funds, thus not 
an acceptable source for 
non-traditional tradelines.

Presenter Notes
Presentation Notes
ANSWER: No401K loans are considered personal funds, thus not an acceptable source for non-traditional tradelines.
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Question

Can my borrower use 
verifications from two 
different addresses to 
combine 12-months rental 
history for non-traditional 
credit?

Presenter Notes
Presentation Notes
Can my borrower use verifications from two different addresses to combine 12- months rental history for non-traditional credit?
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Answer

ANSWER: Yes

As long as the combined 12-month 
rental history does not have any gaps, it 
can be used for non-traditional credit. 

This guidance is specific to rental history 
only.

Presenter Notes
Presentation Notes
ANSWER: YesAs long as the combined 12-month rental history does not have any gaps it can be used for non-traditional credit. This guidance is specific to rental history only.
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Addressing Significant Adverse Credit

Presenter Notes
Presentation Notes
Next we’re going to talk about addressing significant adverse credit that unless remedied may render your applicant ineligible for a SFHG loan.



DELINQUENT Federal Taxes

Taxpayers who owe taxes and do not 
pay in full by the filing date are 
determined delinquent by the IRS.

IRS approved extension: Does not grant the 
applicant additional time to pay their taxes 
due.

Applicant that has owed taxes on previous 
filed return: Must make payment to the IRS 
by the specified deadline.

Applicant that has received tax refunds for 
previous filed return: May remain eligible 
with no estimated tax payment due to the 
IRS because they would not be determined 
delinquent.

Applicant with delinquent Federal tax 
debt: IS ineligible unless they have a 
repayment plan approved by the IRS.  A 
minimum of 3 timely payments must have 
been made on the most current IRS tax 
repayment plan.

Presenter Notes
Presentation Notes
For delinquent federal taxes.Taxpayers who owe taxes and do not pay in full by the filing date are determined delinquent by the IRS. An IRS approved extension to file a tax return does not grant the applicant additional time to pay their taxes due. Applicants must pay their estimated income tax due by the IRS filing date or they are determined delinquent by the IRS. So how do you proceed with these cases?An applicant that has owed taxes on previous filed returns exhibits a pattern of taxes due, therefore an estimated tax payment must be made to the IRS by the specified deadline. The applicant may file their return at a later date and still remain eligible for a guaranteed loan if that payment is made.Now, if an applicant has received tax refunds for previous filed returnd, they may remain eligible with no payment due because they would not be determined delinquen as they historically have not paid in.	An applicant with delinquent Federal tax debt is ineligible unless they have proof of repayment plan approved by the IRS. A minimum of three timely payments must have been made on each active repayment plan. The applicant may not prepay a lump sum at one time to equal three monthly payments to meet this requirement. 	While an applicant with multiple approved IRS repayment plans are eligible, the approved lender’s underwriter must review and determine if the applicants is an acceptable credit risk. 	



DELINQUENT NON-TAX 
Federal Debt

A non-tax Federal debt is a debt owed 
to the U.S. Federal Government other 
than Federal income taxes. 

Must not be delinquent on non-tax 
Federal debt.

CAIVRS verification: “A” is the only 
acceptable response.  

Lender cannot waive delinquent 
Federal debt.

Ineligible until the debt is paid in full or 
a release of liability is documented.

Presenter Notes
Presentation Notes
A non-tax Federal debt is a debt owed to the U.S. Federal Government other than Federal income taxes.  Federal debts are typically discovered when the lender reviews the Credit Alert Verification Reporting System (CAIVRS) result, credit report, public records, or equivalent. An applicant with a delinquent Federal non-tax debt is ineligible until the debt is paid in full or a release of liability is documented. 



Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Delinquent Child Support

Presently 
delinquent 
court ordered 
child support.

INELIGIBLE 
unless:

Subject to the collection by an 
administrative offset. 

Applicant has brought payments current. 

The debt is paid in full, or otherwise 
satisfied by a documented release of 
liability.

NOT subject to an administrative 
offset.

Approved repayment agreement in place 
with three timely payments made prior to 
loan closing.

The arrearage is paid in full prior to loan 
closing, or a release of liability is 
documented. 

Presenter Notes
Presentation Notes
Applicants presently delinquent on court ordered child support payment are ineligible unless:For child support payments subject to the collection by an administrative offset, the applicant has brought payments current, the debt is paid in full, or otherwise satisfied by a documented release of liability; For child support payments not subject to an administrative offset, the applicant has an approved repayment agreement in place with three timely payments made prior to loan closing, the arrearage is paid in full prior to loan closing, or a release of liability is documented. 
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Delinquent Child Support

Is it subject to 
administrative 
offset?

Delinquent child support is not a Federal debt. 

It is not reported to CAIVRS.

A clear CAIVRS alone would not provide evidence there is not an 
administrative offset in place.

Presenter Notes
Presentation Notes
Administrative offset allows for the interception of certain federal payments in order to collect past due child support. As delinquent child support is not a Federal debt, it is not reported to CAIVRS so a clear CAIVRS alone would not provide evidence there is not an administrative offset in place.
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Delinquent Child Support

Was an administrative offset 
referral made by the state to 

the Department of 
Treasury?

Lender must verify & 
document it is NOT an 
administrative offset.

Contact state’s office of 
child support enforcement if 

needed.

Document the loan file with: 
Verification an applicant 

with delinquent child 
support is not subject to 

administrative offset.

This can be accomplished 
by: Obtaining verification in 

writing from the child 
support enforcement 

Agency. 

If obtaining a written 
verification is not possible: 
Document the loan file of 
the verbal conversation 

held.

Presenter Notes
Presentation Notes
Each state has an office(s) of child support enforcement. When a state refers delinquent child support to the Department of Treasury, they simultaneously report the delinquent child support to the credit bureaus. Lenders typically discover delinquent child support from the credit report, and they should then conduct due diligence to learn whether an administrative offset referral was made by the state to the Department of Treasury. Verification from the child support enforcement agency may be necessary to verify if the delinquent child support is subject to administrative offset.Lenders must document the loan file with verification an applicant with delinquent child support is not subject to administrative offset. This can be accomplished by obtaining verification in writing from the child support enforcement Agency or, if obtaining a written verification is not possible, documenting the loan file of the verbal conversation held.
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Presenter Notes
Presentation Notes
Let’s take a look at some situations involving adverse credit and how to handle those.



Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Question

An applicant has a clear 
CAIVRS result but has had a 
wage garnishment for over 
3 years on a US Education 
loan. 

Is the applicant eligible 
since the CAIVRS was clear?

Presenter Notes
Presentation Notes
An applicant has a clear CAIVRS result but has had a wage garnishment for over 3 years on a US Education loan. Is the applicant eligible since the CAIVRS was clear?
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Answer

ANSWER: No

Even when the applicant’s CAIVRS is clear, 
if the credit indicates there is a delinquent 
federal debt, the applicant is ineligible 
unless:
• the debt is paid in full, or 
• a release of liability is documented.

Presenter Notes
Presentation Notes
ANSWER: NoNo, even when the applicant’s CAIVRS is clear, if the credit indicates there is a delinquent federal debt, the applicant is ineligible unless:the debt is paid in full, or a release of liability is documented.
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Question

The GUS underwriting report indicates 
that CAIVRS has identified the applicant 
has a delinquent Federal debt, however 
we have documentation that this is no 
longer in the applicant's name. 

Is this documentation sufficient to 
proceed?

Presenter Notes
Presentation Notes
The GUS underwriting report indicates that CAIVRS has identified the applicant has a delinquent Federal debt, however we have documentation that this is no longer in the applicant's name. Is this documentation sufficient to proceed?
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Answer

ANSWER: No

• An “A” CAIVRS response is the only acceptable result 
for an applicant to be eligible. 

• The applicant will need to contact the federal agency 
involved to clear it.

• A CAIVRS response of “A” will need to be obtained 
outside of GUS and uploaded to GUS as part of the 
complete loan application. 

• GUS does not allow for additional CAIVRS requests 
once a result is obtained.

Presenter Notes
Presentation Notes
ANSWER: NoNo, an “A” CAIVRS response is the only acceptable result for an applicant to be eligible. The applicant will need to contact the federal agency involved to clear it.A CAIVRS response of “A” will need to be obtained outside of GUS and uploaded to GUS as part of the complete loan application.GUS does not allow for additional CAIVRS requests once a result is obtained.
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Question

An applicant with 
delinquent state taxes is 
ineligible for a USDA loan 
until the debt is paid in full 
or they are released of 
liability?

True or False

Presenter Notes
Presentation Notes
An applicant with delinquent state taxes is ineligible for a USDA loan until the debt is paid in full or they are released of liability? True or False
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Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Answer

ANSWER: False

• Delinquent state taxes should be treated as 
an unpaid debt/collection. 

• The approved lender should evaluate 
whether the debt poses a threat to the first 
mortgage lien and if it is likely to have an 
adverse impact on the equity or applicant’s 
repayment ability.

Presenter Notes
Presentation Notes
ANSWER: FalseDelinquent state taxes should be treated as an unpaid debt/collection. The approved lender should evaluate whether the debt poses a threat to the first mortgage lien and if it is likely to have an adverse impact on the equity or applicant’s repayment ability.
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Credit Exceptions
GUS Refer, Refer with Caution, and Manually Underwritten

(NOT required for GUS Accept Loans)

Presenter Notes
Presentation Notes
Credit exceptions are never required for GUS Accept files, but for others, they may be required so let’s take a look at those situations and credit exception requirements.



CREDIT Exceptions
GUS Refer, Refer with Caution, and 
Manually Underwritten

When are they required?

Chapter 7 discharged within previous 36 
months.

Chapter 11, 12, & 13 discharged or 
completed less than 12 months.

Foreclosure discharged or a 
repossession reported within the 36 
months prior to submission to the 
Agency.

Deed-In-Lieu within 36 months prior to 
submission to the Agency.

Short sale closed within the 36 months 
prior to submission to the Agency.

One rent or mortgage payment paid 30 
or more days past due in the previous 
12 months.

Presenter Notes
Presentation Notes
For GUS Refer, Refer with Caution, and Manually Underwritten files, credit exceptions would be required in cases of foreclosures, bankruptcies, deed in lieus, and short sales less than 36 months. And when there has been a 30 day late rent or mortgage payment in the last 12 months.Regardless of the GUS recommendation, it is the approved lenders responsibility to review and determine the loan meets Agency guidelines and is an acceptable credit risk.      These are the Agency's minimum guidelines. Lenders may have additional overlays or more stringent credit requirements.



When are they not required?

Overdraft/NSFs

Chapter 11, 12, & 13 discharged or 
completed more than 12 months

Collections

Charge-Offs

Consumer Credit Counseling

Disputed Accounts

Garnishments

Non-Federal Judgment

CREDIT Exceptions
GUS Refer, Refer with Caution, and 
Manually Underwritten

Presenter Notes
Presentation Notes
Credit exceptions are not required for instances such as overdrafts, chapter 11, 12, and 13s discharged or completed more than 12 months; charge offs, collections, and other examples listed on this slide; however, remember, it is the approved lenders responsibility to review and determine the loan meets Agency guidelines and is an acceptable credit risk.      Again, these are the Agency's minimum guidelines. Lenders may have additional overlays or more stringent credit requirements.



CREDIT Exceptions

What instances can a lender not waive?
Previous USDA Losses: Which occurred 
within 7 years of submission date. 
(USDA will make eligibility determination.)

Delinquent non-tax Federal debts 

Ineligible CAIVRS results

Delinquent child support

Presenter Notes
Presentation Notes
There are a few instances of adverse credit that a lender cannot waive and those include:Delinquent non-tax Federal debts, delinquent child support, and ineligible CAIVRS results.In cases where there was a previous USDA loss that occurred within 7 years of the loan submission date, only USDA can waive that adverse credit. You will proceed as usual with a full underwriting review of the loan, explain and document the circumstances that led to the loss paid on their behalf. Provide supporting documentation and a recommendation for loan approval along with the final and complete application submission to the Agency. The lender’s approval recommendation should include an explanation of positive aspects of the loan file which would attribute to future homeownership success. USDA will review the explanation and supporting documentation and make the final determination of the applicant’s eligibility for a new guaranteed loan.



Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Credit Exceptions

Creditworthiness

• Credit history problems do not 
always reflect an unwillingness to 
meet financial obligations.

• Does the documentation make 
sense? Does it support your 
decision? 

Lender Responsibility

• If the lender believes the 
applicant is creditworthy, they 
may make an exception.

• Documented rationale:
• temporary in nature, beyond 

the applicant’s control, and
• due to the current 

employment/financial/health 
of the household are unlikely 
to recur. (i.e. temporary loss of 
job, illness, etc.)

USDA Responsibility

• USDA does not approve the 
lender’s credit exception.

• Lenders are responsible for their 
credit decision.

Presenter Notes
Presentation Notes
As you can see, Guaranteed loans allow for flexibility in credit analysis. That’s why it’s important to always communicate with your underwriter.We know there are unique and nonrecurring circumstances and we recognize the ability of our lending partner’s experienced underwriting staff to make credit exceptions. USDA does not make the credit decision, the lender's underwriter has that responsibility.When making exceptions, we expect that the underwriter demonstrates the issues were temporary in nature, beyond the applicant’s control, and unlikely to recur.For example applicant said previously they had a lesser paying job but now have a great job- we would not want to see they have worked for Ford Motor for the last 25 years. So make sure the documentation in your file makes sense and supports your decision. Make sure it connects the dots.Remember the one exception a lender cannot make is for a previous USDA loss in the past 7 years. Only USDA can make that determination.

mailto:sfhgld.program@usda.gov


Presenter Notes
Presentation Notes
Let’s take a look at some scenarios that may or may not require a credit exception.



Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Question

An applicant previously 
had a USDA foreclosure. 

Are they eligible for a new 
loan through USDA?

Presenter Notes
Presentation Notes
An applicant previously had a USDA foreclosure. Are they eligible for a new loan through USDA? 

mailto:sfhgld.program@usda.gov


Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Answer

ANSWER: Maybe

• Attachment 10-A outlines the documentation that must be 
submitted as part of the fully underwritten loan file when a previous 
Agency loss has occurred within 7 years prior to submission to the 
Agency. 

• Rural Development will review the information and determine the 
applicant's eligibility. 

• There is no pre-approval process available, the determination will be 
made after reviewing the complete application package.

Presenter Notes
Presentation Notes
ANSWER: MaybeAttachment 10-A outlines the documentation that must be submitted as part of the fully underwritten loan file when a previous Agency loss has occurred within seven years prior to submission to the Agency. Rural Development will review the information and determine the applicant's eligibility. There is no pre-approval process available, the determination will be made after reviewing the complete application package.

mailto:sfhgld.program@usda.gov


Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Question

Will Rural Development 
guarantee a loan where the 
applicant has less than 3 
years from bankruptcy?

Presenter Notes
Presentation Notes
Will Rural Development guarantee a loan where the applicant has less than 3 years from bankruptcy?

mailto:sfhgld.program@usda.gov


Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Answer

ANSWER: Maybe

• A guarantee is possible depending on the GUS Findings and 
overall file documentation. 

• If a GUS Accept is obtained, no further documentation is required. 
• If the results are a GUS Refer, the requirements of Chapter 10 

would apply, and a credit exception would need to be 
documented by the underwriter.

Presenter Notes
Presentation Notes
ANSWER: MaybeA guarantee is possible depending on the GUS Findings and overall file documentation. If a GUS Accept is obtained, no further documentation is required. If the results are a GUS Refer, the requirements of Chapter 10 would apply, and a credit exception would need to be documented by the underwriter.

mailto:sfhgld.program@usda.gov


Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Question

Does a Refer 
recommendation in GUS 
automatically require a 
credit exception? 

Presenter Notes
Presentation Notes
Does a Refer recommendation in GUS automatically require a credit exception? 

mailto:sfhgld.program@usda.gov


Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Answer

ANSWER: No

A credit exception is only required if 
the refer is due to a credit issue or if 
the GUS findings require a credit 
exception to be documented.

Presenter Notes
Presentation Notes
ANSWER: NoA credit exception is only required if the refer is due to a credit issue or if the GUS findings require a credit exception to be documented.

mailto:sfhgld.program@usda.gov


Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Question

One of the compensating factors 
for a ratio waiver on a refinance 
transaction states, “Continuous 
employment with the current 
primary employer”. 

What amount of time is required 
to use this compensating factor?

Presenter Notes
Presentation Notes
One of the compensating factors for a ratio waiver on a refinance transaction states, “Continuous employment with the current primary employer”. What amount of time is required to use this compensating factor? 

mailto:sfhgld.program@usda.gov


Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Answer

ANSWER: Underwriter discretion

• The Agency does not prescribe a minimum 
history in order to apply this compensating 
factor to the credit analysis for refinance 
loans. 

• The underwriter is advised to use prudent 
judgement and sound business practices 
when requesting a ratio waiver.

Presenter Notes
Presentation Notes
ANSWER: Underwriter discretionThe Agency does not prescribe a minimum history in order to apply this compensating factor to the credit analysis for refinance loans. The underwriter is advised to use prudent judgement and sound business practices when requesting a ratio waiver.

mailto:sfhgld.program@usda.gov


Credit Considerations

Presenter Notes
Presentation Notes
Although waivers are not required for all types of adverse credit, these factors could have a negative impact on the applicant’s credit accounts and repayment of the proposed mortgage debt. Therefore, the lender should evaluate all adverse credit in their credit decision. Next we’re going to highlight a few those factors to always take into consideration in your overall credit risk analysis.	



COLLECTION Accounts

When must a payment be included? 

Refer to your GUS Underwriting Recommendation & 
GUS Findings Report

If the cumulative total of all non-
medical collections exceeds $2000, the 
lender must:

Require payment in full of these 
accounts prior to closing;

Use an existing repayment agreement 
amount; OR

Include 5% of the outstanding balance.

All open collection accounts must be 
listed on the GUS ‘Liabilities’ page.

Not required to be paid in full: Select 
‘Omit’; provide explanation.

Repayment agreement: Include ACTUAL 
specified monthly payment.

Presenter Notes
Presentation Notes
Collections are reflected in the credit score already and waivers are not required however, the underwriter must review all collection accounts and determine if the applicant is an acceptable credit risk, regardless of GUS underwriting recommendation.  USDA does not require medical collection accounts to be paid.          However, If the cumulative total of all non-medical collections exceeds $2,000, you will need to either:  1. Require payment in full of these accounts prior to loan closing;  2. Use an existing repayment agreement or require payment arrangements be made with documentation from the creditor and include the monthly payment; or  3. Include 5 percent of the outstanding balance as the monthly liability amount, no further documentation required.     All open collection accounts on the credit report must be listed on the GUS Liabilities page 



RECENT Debts

Cumulative debt amount of $50 or less
Refer to your GUS Underwriting Recommendation & 
GUS Findings Report

Lender may retain the issued 
Conditional Commitment. 

Retain all documentation to support 
the new/increased debt(s) and 
payment(s) in the permanent loan file. 

No further action is required.

Presenter Notes
Presentation Notes
Lenders might uncover additional debts or higher payments on existing obligations after the USDA issues a Conditional Commitment but before the loan is closed. These newly identified debts or payment amounts were not included in the loan application sent to the USDA and could encompass a variety of obligations, including installment loans, revolving credit accounts, property taxes, and final homeowner’s insurance premiums.In these cases, if the cumulative debt amount is $50 or less, the lender may retain the issued Conditional Commitment. The lender must retain all documentation to support the new or increased debt(s) and payment(s) in the permanent loan file and do further action is required. 	



RECENT Debts

Cumulative debt amount of $51 or more
Refer to your GUS Underwriting Recommendation & 
GUS Findings Report

Lenders must request the GUS loan to 
be released by USDA. 

Lenders must enter the new or increased 
debt(s) and payment amount(s). 

The lender must retain all documentation to 
support the data entries. 

A new preliminary underwriting submission 
must be completed to confirm the GUS 
underwriting recommendation. 

Lenders must upload documentation as 
applicable and complete a new final 
underwriting submission to USDA. 

USDA will issue a new Conditional 
Commitment. Lenders cannot close loans 
without a valid Conditional Commitment.

Presenter Notes
Presentation Notes
Now if the cumulative debt amount is $51 or more: Lenders must request the GUS loan to be released by USDA. Lenders must enter the new or increased debt(s) and payment amount(s). The lender must retain all documentation to support the data entries. A new preliminary underwriting submission must be completed to confirm the GUS underwriting recommendation. Lenders must upload documentation as applicable and complete a new final underwriting submission to USDA. USDA will issue a new Conditional Commitment. Lenders cannot close loans without a valid Conditional Commitment. 	



Have a Scenario or Policy Question? 
Reach out to our Scenario Desk! 

sfhgld.program@usda.gov or 
833-314-0168, ext. 4 

Non-Purchasing Spouse Debts

Guidelines

Follow applicable community property state 
(CPS) lending laws. 

The credit history of the NPS is not a reason to 
deny a loan application. 

Lenders are responsible to know CPS laws and 
requirements for the treatment of NPS debts. 

GUS

Credit report for the NPS must be obtained 
outside of GUS and uploaded along with the 

complete loan submission. 

NPS debts will be manually entered in GUS. 
Retain documentation in permanent file. 

(GUS recommendation NOT required to be downgraded.) 

Lenders will identify the NPS debts by selecting 
“Other” as the Account Type Description and 

entering “NPS debt” in the pop-up box.

Presenter Notes
Presentation Notes
Non-Purchasing Spouse DebtsWhen an applicant resides in a community property state, the lender must know and adhere to state law if there is a non-purchasing spouse. GUS can only retrieve credit reports for applicants so the lender will have to obtain a credit report for the non-purchasing spouse outside of the GUS and manually enter the debts as required by state law. Manual entry of those debts does not require the file to be downgraded.The credit report for a non-purchasing spouse is obtained to retrieve monthly debt liabilities only. Their credit history is not a reason to deny a loan. 

mailto:sfhgld.program@usda.gov


RENT History

When must it be obtained? 

Refer to your GUS Underwriting Recommendation & 
GUS Findings Report

GUS “Accept” File:
• No verification of rent or mortgage 

required.

GUS “Refer”, “Refer with Caution”, or 
Manually Underwritten: 
• May require a verification of rent or 

mortgage. 
• Applicable for credit scores less than 

680 when rental history is indicated. 
• Refer to GUS Underwriting Findings 

Report.

Presenter Notes
Presentation Notes
An indicator of future mortgage payment probability is the applicant’s payment of their current rent or housing. Lenders should include the current rent or mortgage payment amounts on the Income and Expenses GUS application page and/or the loan application. 	Verification of Rental History is not required for GUS Accept files but may be for Refer, Refer with Caution, or Manually Underwritten files. Your GUS findings will guide the underwriter as to whether a 12 month verification will be required. Remember what was mentioned in the previous sections, if one rent or mortgage payment paid 30 or more days past due in the previous 12 months is considered significant derogatory credit and will require a credit exception.



Lender Toolkit

Presenter Notes
Presentation Notes
Congratulations, you completed the lender recertification course. Before you leave today, quickly review the resources available to you.



CREDIT REVIEW Reminders
HB-1-3555, Chapter 10, Attachment 10-A

Ensure documentation supports underwriting 
decision.

Incorrect data entries will render the 
underwriting recommendation as invalid.

Refer to GUS Findings Report.

Presenter Notes
Presentation Notes
Attachment 10A can be found in Chapter 10 of HB-1-3555. This is an excellent tool to assist you during your underwriting review.Scan the code here to access Chapter 10 of the handbook.



USDA LINC Training & 
Resource Library
Your One Stop Shop! Check out the new look!

Save it as a favorite.

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

Access HB-1-3555, policy resources, GUS user 
guides and training, loan closing user guide, 
loan servicing resources, and more.

Sign up for GovDelivery notifications.

Presenter Notes
Presentation Notes
Your number one destination for origination and servicing resources and guides will be the USDA LINC Training and Resource Library. Did you know you can now find our turn times for Conditional Commitments on the LINC library home page? We recently redesigned the LINC homepage to include turn times and also streamlined it’s appearance and improved it’s functionality. This site provides a tremendous amount of knowledge. Bookmark it, save it as a favorite, you will visit it frequently.Did you miss an important GovDelivery update? No problem, you can find an archive of previous GovDelivery email updates here.Scan here and bookmark the LINC library!



HB-1-3555 Resource
We’re here to help.

Save it as a favorite.

https://www.rd.usda.gov/resources/directives
/handbooks#hb13555

Use Ctrl-F to find answers quickly.

Check back for updates.

Presenter Notes
Presentation Notes
Our technical handbook enhances understanding of the regulation and offers further insights.Known as HB-1-3555, or simply "the handbook," it consists of 20 comprehensive chapters. The guidance provided within this handbook is designed to complement the regulation, not to substitute it. For the fastest access to the information you need, refer to both the CFR and the handbook.Make sure to bookmark these resources and utilize Cntrl-F for efficient searching.



FAQ Resource
We’re here to help.

Save it as a favorite.

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

Use Ctrl-F to find answers quickly.

Check back for updates.

Presenter Notes
Presentation Notes
An additional valuable resource developed by our Policy team is the FAQ document. This compilation includes insightful questions posed by lenders that necessitated a deeper understanding of how the regulations and handbook policies pertain to specific situations. The document features excellent examples and some quite unique scenarios. We encourage you to take a moment and review it.



HELP Contacts
We’re here to help.

Have a question on POLICY?
Contact the PAC team!

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

Need TRAINING?
Contact the LPA team!

Have a question on a SPECIFIC FILE?
Contact the OPD!

Presenter Notes
Presentation Notes
If you still have questions after reviewing your resources and tools. We’re here to help! Scan the code to get the contact information for the Single Family Housing Guaranteed Loan Program staff. Reach out to us for assistance by sending your question to the appropriate guaranteed team email address.



HAPPY HOLIDAYS!
From all of us at USDA

Presenter Notes
Presentation Notes
Before we wrap up today, we want to express our heartfelt gratitude to each of you for taking the time to join this webinar. Your ongoing support and commitment to rural homebuyers throughout the year make a significant difference. Thanks to your efforts, countless individuals are celebrating their first holiday season in their new homes. No matter how or where you celebrate this holiday season, we wish you a joyful and safe time, and we look forward to seeing you all next year.
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