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Applicants are considered
to have repayment ability if
their proposed monthly
housing expense does not
exceed 29% of their

repayment income.


Presenter Notes
Presentation Notes
Let’s get started today with a quick fact or fiction question.
Applicants are considered to have repayment ability if their proposed monthly housing expense does not exceed 29% of their repayment income. 



FACT OR FICTION

* Asof August 5, applicants
are considered to have
repayment ability if their
proposed monthly housing
expense does not exceed
of their repayment

| iIncome.



Presenter Notes
Presentation Notes
As of August 5, that statement is now fiction.
Applicants are considered to have repayment ability if their proposed monthly housing expense does not exceed 34% of their repayment income. 


PITI

34%

Mortgage
Insurance

Homeowner’s

Property Taxes
Insurance

Supplemental
Property
Insurance


Presenter Notes
Presentation Notes
Ratios are derived from the repayment income as specified by the lender in Chapter 9 of the handbook. 
The PITI Ratio encompasses several components, including the First Mortgage (Principal and Interest), any Subordinate Liens, Homeowner’s Insurance, Supplemental Property Insurance, Property Taxes, the annual fee for Mortgage Insurance (calculated monthly for the first year), Association or Project Dues (for Condominiums, Cooperatives, or Planned Unit Developments), as well as other housing-related expenses.


Total Debt Ratio

41%

Balloon/deferred
payments due in PITI
next 12 months

Total
Long-term
De bt obligations =

SICINEYCEY more than 10
accounts
months
remaining
Short-term
obligations = 5% or
greater of monthly

repaymentincome


Presenter Notes
Presentation Notes
Applicants are deemed to possess the capacity to repay when their cumulative debts amount to no more than 41 percent of their repayment income. 
The total debt ratio encompasses the monthly housing expenses in addition to any other monthly credit or debt responsibilities.
The lender must document the applicants debts using records such as credit reports, direct or third party verifications, court documents, and deposit verifications. 
All open debts and accounts incurred through the closing date, including non-medical collection accounts and judgments, must be taken into account in the total debt calculation and documented in GUS and the loan application. 
The amounts on the credit report will be used unless there is verification for a different payment amount. 
If a different amount is used, the lender must provide documentation for the amount used and upload the documentation with the final submission to USDA.


Installment Accounts

e Auto, personal,
secured/ unsecured
loans, etc.

Accounts with

fixed payments

-
* Include: Monthly

payment.

* Omit: 10 or less
months remaining IF
payment does not
exceed 5% of monthly
repayment income.

¢ [nstallment debt may
be paid downto 10
months or less.

Paying down debt



Presenter Notes
Presentation Notes
Accounts with fixed payments such as auto, personal, secured, or unsecured loans must include the monthly payment. 
If there are ten or fewer months left for repayment according to the credit report or creditor verification, the monthly debt may be omitted if it's less than five percent of the monthly repayment income. 
The remaining debt for installment debt can be paid down and reduced to ten months or less.
If omitting a liability, make sure you double check and verify that it doesn’t exceed 5% of the applicant’s repayment income.


Revolving Accounts

e Credit cards, lines
of credit,
secured/unsecured
loans, etc.

Revolving
accounts

-
e Monthly payment

listed on credit
report or creditor
verification.

* 5% of balance if no
payment is listed.

Payment:
Outstanding

balance

~

-
e No estimated

payment required.

e Accountis not
required to be
closed.

Payment: No
outstanding

balance



Presenter Notes
Presentation Notes
For revolving accounts such as credit cards, lines of credit, and secured/unsecured loans, lenders must include the minimum monthly payment documented on the credit report or other creditor verification in the total debts. 
If the credit report shows an outstanding balance, but no minimum monthly payment, the payment must be calculated as five percent of the balance reported on the credit report.
The lender may obtain a current account statement or creditor verification to document the actual monthly payment and include that amount in the monthly debts.
Revolving accounts with no outstanding balance on the credit report do not require an estimated payment to be included in the debt ratio.
Revolving accounts with no outstanding balance are not required to be closed.


Open 30-Day Accounts

é , )
e Credit report may be

utilized to document
the applicant has
paid the outstanding
balance for the

previous 12 months.

Documentation

e | ate pays reported in
last 12 months.

* Include: 5% of
outstanding debt.

Payment: Late

SEVE

-
* No late pays

reported in last 12
months.

* Not required to be
iIncluded in the TDR.

Payment: No late
Pays



Presenter Notes
Presentation Notes
A 30-day account is a credit arrangement requiring the applicant to pay off the full outstanding balance on the account every month.
The lender may utilize the credit report to document the applicant has paid the outstanding balance for the previous 12 months. 
If the credit report reflects late payments in the last 12 months, the lender must include five percent of the outstanding balance in the monthly debts.
30-day accounts that are paid monthly in full are not included in the total debt ratio. 


Court Ordered Debts

Child Support, Alimony, Garnishments, Etc.

e Mustinclude unless th; C Include: Monthly A e ender will manually A
applicant has a release payment. enter as an “Other”
of llablllty e Omit: 10 or less llablllty
months remaining IF e Specify type of
payment does not obligation.
exceed % of mOnthly e Confirm repayment
repayment income. agreement is current.

Release of GUS transactions

liability



Presenter Notes
Presentation Notes
Court ordered debts must have the payment included in the total debt ratio unless the applicant has a release of liability from the court or creditor and acceptable evidence is documented.
Lenders will utilize select pages from the applicable agreement or court order to document the required monthly payment due and the duration of the debt.
Court ordered debts with ten or less payments remaining may be excluded if the payment does not exceed five percent of the monthly repayment income.
For GUS transactions, the lender will manually enter the obligation as a monthly liability. When the obligation account is entered as “other,” the lender will specify what the obligation is such as court ordered child support, alimony, garnishment, etc. 
A manual entry of this monthly obligation type does not require an underwriting recommendation of “Accept” to be downgraded to a “Refer.”
Lenders must confirm repayment agreements are current. 
Lenders can refer to Chapter 10 of the handbook for court ordered debt guidance and program eligibility.


Student Loans

Regardless of the payment status, lenders must use:

T Payment above “0”: Use amount on credit report or the actual documented payment.

O Paymentis “0”: Use 0.50 percent of the outstanding loan balance documented on the credit
report or creditor verification.

® Student loans in the applicant’s name alone but paid by another party remain the legal
- responsibility of the applicant.

‘1 “Forgiveness” plan/program remain the legal responsibility of the applicant until they are
released of liability from the creditor.


Presenter Notes
Presentation Notes
For outstanding student loans, regardless of the payment status, lenders must use: 
The payment amount reported on the credit report or the actual documented payment, when the payment amount is above zero; or 
One half (.50) percent of the outstanding loan balance documented on the credit report or creditor verification, when the payment amount is zero. 
Student loans in the applicant’s name alone but paid by another party remain the legal responsibility of the applicant. 
Student loans in a “forgiveness” plan/program remain the legal responsibility of the applicant until they are released of liability from the creditor. The applicable payment must be included in the monthly debts. 




Mortgages

Rental Property

(Rentalincome: “Repayment” Only
count if received for 24 months or
more; “Annual” Always include.)

Credit report late
payment (last 12
months)

Count full
mortgage liability &
all associated
costs

No Release of
Liability

Borrower remains
on Promissory Note

Exclude only if no
late payments in
last 12 months

Divorce

Obtain copies of
legal separation /
divorce documents

Exclude only if no
late payments in
last 12 months



Presenter Notes
Presentation Notes
Mortgages: Rental Property 
• Income received from rents may only be counted for repayment if received for 24 months or more. Now today’s training content is focusing solely on ratios which is associated with repayment income but I do want to take a second to point out that rental income must be included in annual income regardless of the length of time received. If you want further guidance or training on calculating annual income, our team just did a presentation on calculating income and assets and you can access that from the USDA LINC Training and Resource library.
•Now moving along, If the credit report reflects late mortgage payments on the rental dwelling in the 12 months prior to loan application, the full mortgage liability and all associated costs must be included in the monthly debts. 

Mortgages: No Release of Liability 
• Mortgage liabilities disposed of through a sale, trade, or transfer without a release of liability so the borrower remains on the promissory note, must be included in the total debt ratio unless evidence can be obtained to confirm the remaining party/new owner has successfully made the payment for the previous 12 months prior to loan application. 
• Evidence may be reported through the credit report or verification from the creditor/servicer to document the payment history has been current for the 12 months prior to loan application. 
• If there are late payments in the previous 12 months prior to loan application, the full mortgage obligation must be included in the monthly debt. 

Mortgages: Divorce 
• In the case of a divorce, the lender must obtain a copy of the legal separation agreement or divorce decree to document the remaining party responsible to pay all mortgage debts from the effective date of the decree forward. 
• To exclude the mortgage debt, the lender must document the previous 12 months have been paid as agreed prior to loan application through the credit report or verification from the creditor or servicer. 
• If there are late payments in the previous 12 months prior to loan application, the full mortgage obligation must be included in the monthly debts. 



Co-signed Obligations

at any time during previous
12 months.

* Exclude: Another party has
successfully made ALL
payments during previous
12 months.

C Include: Paid by applicant\

e Acceptable evidence may
include canceled checks,
money order receipts, or
bank statements of the co-
obligor.

Documentation

* Include: Any late
payments in previous 12
months.

* Exclude: Evidence from
creditor that they won’t
pursue collection against
the applicant if other party
defaults.

Late pays

Debts identified as “Individual” on credit report: Must include regardless of who is making the payment.



Presenter Notes
Presentation Notes
Co-signed debts must be included in the monthly debts unless the applicants provide evidence another party to the debt has successfully made the payment for the previous 12 months prior to loan application. 
Acceptable evidence includes, but is not limited to, canceled checks, money order receipts, and/or bank statements of the other party. 
Late payments reported in the previous 12 months prior to application will require the monthly liability to be included in the monthly debts. 
If the applicant can provide conclusive evidence from the creditor that they will not pursue debt collection against the applicant should the other party default, the 12-month payment history of the additional party is not required.
Debts identified as “individual” on a credit report must be included in the debt ratio regardless of who is making the monthly payment. For example, parents paying car payments on behalf of applicant and the loan is solely in the applicant’s name. 



Business Debts

* Include: Paid from A C Acceptable evidence A e Payments paid by the
personal account. includes canceled business must be
e Exclude: If evidenced checks or bank included on the cash
it’s paid through a statements from a flow analysis and/or
business account. business account for profit and loss
the previous 12 statement, when
months. applicable.

: Business
Documentation

statements



Presenter Notes
Presentation Notes
Business debts such as a car loan reported on the applicants’ personal credit report may be omitted from the monthly debt if there is evidence the debt is paid through a business account. 
Acceptable evidence includes canceled checks or bank statements from a business account for the previous 12 months. 
This is a recent update to Chapter 11…Payments paid by the business must be included on the cash flow analysis and/or profit and loss statement, when applicable. 


Non-Purchasing Spouse Debts
Community Property States

r ™
e Include: Debts of

a non-purchasing
spouse unless
excluded by state
law.

-
e | ender must cite

the specific state
statute in the
permanent case
file.

~

~ N
e Approved lenders

are responsible
to confirm state
laws are met.

m e ‘ m
-

Community property states: Arizona, California, Idaho, Louisiana, Nevada, New Mexico, Texas,

Washington, and Wisconsin


Presenter Notes
Presentation Notes
When applicants reside in or are purchasing in a community property state, debts of a non-purchasing spouse must be included unless excluded by state law.
The lender must cite the specific state statute in the permanent case file.
Approved lenders are responsible to confirm state laws are met.
Community property states include: Arizona, California, Idaho, Louisiana, Nevada, New Mexico, Texas, Washington, and Wisconsin



Expense Allowances

-
e Does not cancel out

a monthly debt for an
automobile or
expense loan/debt.

Expense
allowance

loan/debt

~

* Include: Full amount
of the monthly debt
associated with the
expense (such as a
car or equipment
payment).

4 )
e Refer to Chapter 9 for

guidance on
calculating income
for expense
allowances.

Handbook

guidance

NOTE: For annual income, include amounts documented on the pay statements as taxable gross earnings
that will be received in the ensuing 12 months.



Presenter Notes
Presentation Notes
An automobile or other expense allowance will not cancel out a monthly debt for an automobile or expense loan/debt. 
The full amount of the monthly debt associated with the expense (such as a car or equipment payment) must be included in the total debt ratio calculation.
For guidance on calculating income for expense allowances, refer to Chapter 9. 
Again this is not specifically related to calculating ratios but I wanted to note that for annual income, include amounts documented on the pay statements as taxable gross earnings that will be received in the ensuing 12 months.


Balloon/Deferred Payments

-
e Paymentin full due

upon their due date?

e I[nclude a monthly
payment.

Payment Due

~

4 )
e Paymentin full due

within 12 months?

e Evaluate complete loan
application to
determine applicants’
repayment ability.

Payment Due

4 )
e Payment unknown?

e Obtain documentation
from the creditor to
establish a monthly
payment or

* 5% of outstanding
balance.

Payment Due



Presenter Notes
Presentation Notes
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.


Tax Repayment Agreements

-

~

e Federal or State income

tax repayment plan
payments.

Tax repayment

plans

-
* Include: Monthly

payment.

* Omit: 10 or less
months remaining IF
payment does not
exceed 5% of monthly
repayment income.

-
e Refer to Chapter 10 for

Federal Income Tax
agreement eligibility.

Handbook

guidance



Presenter Notes
Presentation Notes
Include Federal or State income tax repayment plan payments in the monthly debt.
If ten or less months of repayment remains per the plan, the monthly debt may be excluded if the payment does not exceed five percent of the monthly repayment income.
Refer to Chapter 10 for Federal Income Tax agreement eligibility. 


Lease Payments

4 N R
e | ease payments: ° Include: Monthly
Auto, solar, payment
energy, etc. regardless of

months remaining
on the contract.

Lease payments !


Presenter Notes
Presentation Notes
Auto, solar, energy, and additional lease payments must have the payment included in the monthly debt regardless of months remaining to pay on the contract. 


Debt Management Plans

4 ) 4 )
* Include: Monthly e Refer to Chapter 10
payment regardless for guidance on
of months credit exception
remaining in the and documentation
plan. requirements.



Presenter Notes
Presentation Notes
Include the monthly payment amount due from the counseling plan. 
Refer to Chapter 10 for guidance on credit exception and documentation requirements.


Debt Ratio Walivers



Debt Ratio Walivers
Purchase Transactions — Ratios

TOTAL DEBT
RATIO

May exceed

41%

Strong compensating
factors to support
higher repayment

ability.



Presenter Notes
Presentation Notes
We are going to begin with debt ratio waivers for purchase transactions.
The applicants’ Total Debt ratio may exceed 41 percent if the lender determines that strong compensating factors demonstrate that the household has higher repayment ability. 
No waivers are permitted to increase the PITI ratio above 34 percent for purchase transactions.


Debt Ratio Walivers
Purchase Transactions — File Types

GUS “Refer”,
“Refer with
Caution” and
Loans not

supported by
GUS

Lender must document
eligible compensating factors
to support a debt ratio waiver.

GUS “Accept”
and “Accept Full

Documentation”

Do NOT require debt ratio
waivers.



Presenter Notes
Presentation Notes
GUS Accept Loans: GUS files that receive an Accept or Accept Full Documentation underwriting recommendation do not require a debt ratio waiver.
Submissions that receive a GUS recommendation of Refer or Refer with Caution and loans that are not supported by GUS such as the Existing Manufactured Housing Pilot loans must have documentation supporting eligible compensating factors to support a debt ratio waiver. 



Debt Ratio Walivers
Purchase Transactions — Required Conditions

Validated credit 1 acceptable

PITI ratio Total debt ratio

cannot exceed cannot exceed
34% 44%

score of ALL compensating
applicants must factor must be
be 680 or greater present



Presenter Notes
Presentation Notes
Agency approval of a lender’s request for the Total Debt ratio to exceed 41 percent may be granted if all of the following conditions are met: 
The maximum PITI ratio cannot exceed 34 percent, and
The maximum TD ratio cannot exceed 44 percent;
The validated credit score of all applicants is 680 or greater; 
At least one acceptable compensating factors listed in Chapter 11 must be present and supporting documentation is provided to the Agency and maintained in the lender’s permanent file.


Debt Ratio Walivers
Purchase Transactions — Compensating Factors

Accumulated Savings or Cash
Reserves Available Post Loan
Closing

Employment

Proposed PITI

Energy Efficient Home

* Equal to or greater than 3 months of PITI payments. Cash on hand is
not eligible.

* ALL applicants have been continuously employed with their current
primary employer for a minimum of 2 years. Social Security benefits or
retirement income may be considered. Self-employment is not eligible.

* Does not exceed the applicant’s current verified housing expense by
more than $100 or 5%, whichever is less, for the 12-month period
preceding loan application. No more than one 30 day late allowed.

* Subject property is an energy efficient home based on the International
Energy Conservation Code (IECC) standards. Lender is responsible for
verifying and documenting evidence in permanent loan file.



Presenter Notes
Presentation Notes
Those compensating factors include:
Accumulated savings or cash reserves available post loan closing are equal to or greater than three months of PITI payments. Cash on hand is not eligible.
The applicants, which includes all employed applicants, have been continuously employed with their current primary employer for a minimum of two years.
Applicants that have received Social Security benefits or retirement income for two years may utilize this compensating factor with documentation to support the history of receipt of benefits. 
This compensating factor is not applicable for self-employed applicants.
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. No more than one 30 day late payment for the previous 12 months.
The subject property is an energy efficient home based on the International Energy Conservation Code (IECC) standards. Lender is responsible for verifying and documenting evidence in permanent loan file.



Debt Ratio Waivers
Refinance Transactions — File Types

Supporting
documentation must be
submitted to the agency.

GUS “Accept” and
“Accept Full

Documentation” GUS “Refer”,

“Refer with
Caution” and
Loans not

supported by GUS
Do NOT require debt ratio

waivers.

“Streamlined-
Assist”

Do not require debt ratio
calculations, therefore, no
debt ratio waiver is required.



Presenter Notes
Presentation Notes
Next we’re going to talk about debt ratio waivers for refinance transactions.
GUS files that receive an Accept or Accept Full Documentation underwriting recommendation do not require a debt ratio waiver.
Submissions that receive a GUS recommendation of Refer or Refer with Caution and loans that are not supported by GUS such as the Existing Manufactured Housing Pilot loans require debt ratio waivers, and supporting documentation must be submitted to the Agency.
There is an exception, streamlined-assist refinance loans do not require debt ratio calculations, therefore no debt ratio waiver is required.
Debt ratios for refinance loans are not limited to the maximum purchase debt ratio thresholds. 



Debt Ratio Walivers
Refinance Transactions — Compensating Factors

Credit Score

Accumulated Savings or Cash
Reserves Available Post Loan
Closing

Employment

Proposed PITI

Energy Efficient Home

* Validated credit score of 680 or higher for all applicants.

* Equal to or greater than 3 months of PITI payments. Cash on hand is not
eligible.

* Continuous employment with the current primary employer.

* Does not exceed the borrower’s current verified mortgage payment by
more than $100 or 5%, whichever is less, for the 12-month period
preceding loan application.

* Subject property is an energy efficient home based on the International Energy
Conservation Code (IECC) standards. Lender is responsible for verifying and
documenting evidence in permanent loan file. (HB-1-3555, Chapter 11)



Presenter Notes
Presentation Notes
The following are examples of acceptable compensating factors for debt ratio waiver requests for refinance transactions:
Validated credit score of 680 or higher for all applicants. 
The proposed PITI does not exceed the borrower’s current verified mortgage payment by more than $100 or 5 percent, whichever is less, for the 12-month period preceding loan application.
Accumulated savings or cash reserves available post-closing are equal to or greater than three months of the proposed PITI payment. Cash on hand is not eligible for consideration as a compensating factor.
Continuous employment with the current primary employer.
The subject property is an energy efficient home, defined as a dwelling which meets or exceeds the current International Energy Conservation Code (IECC). Refer to HB-1-3555, Chapter 11 for further information on what qualifies as meeting or exceeding the current IECC standards.


Additional Ratio Guidance



Increase Purchasing Power

* Pay down installment debts to 10 payments or

Pay Down Debt l
ess.

e Refer to chapter 9 for MCC guidance and GUS

Mortgage Credit Certificates data entry.

e Refer to chapter 11 for guidance on temporary and

Section 8 Homeownership * Refer to chapter 9 for voucher guidance and GUS
Voucher (not rental vouchers) [IREEECUE



Presenter Notes
Presentation Notes
There are a few ways to increase a borrower's repayment ability
The borrower may pay down installment debt to 10 payments or less if allowed by the lender.
Mortgage Credit Certificates - Refer to chapter 9 for MCC guidance and GUS data entry.
Funded buydown accounts - Refer to chapter 11 for guidance on temporary and permanent buydowns.
And Section 8 Homeownership Voucher - Refer to chapter 9 for voucher guidance and GUS data entry.





Obligations NOT Included in Debt-to-Income
Ratios

e Medical collections and medical payments

e Federal, state, and local taxes, unless a payment planisin
place

Retirement contributions such as 401(k) accounts
Utilities
Insurance (other than property)
Union dues
Open accounts with zero balances
* Child care
e \Joluntary deductions

Not limited to...



Presenter Notes
Presentation Notes
Some examples of obligations not considered or included in total debt-to-income ratio calculations include:
Medical collections and payments;
Retirement contributions such as 401(k) accounts, including the repayment of loans secured by 401(k) funds;
Utilities;
Insurance, other than property insurance;
Union dues.


Trivia Time




Question

An applicant currently has student loans,
however, if she continues to work for her

employer for the next 10 years, the student
loans will be forgiven.

Is a student loan payment required to be
considered in this scenario?


Presenter Notes
Presentation Notes
An applicant currently has student loans, however, if she continues to work for her employer for the next 10 years, the student loans will be forgiven. Is a student loan payment required to be considered in this scenario? 


Yes.

Student loans in a forgiveness plan remain the
legal responsibility of the applicant until they
are released of liability from the creditor. The
applicable student loan payment must be
Included in the applicant's monthly debts.


Presenter Notes
Presentation Notes
Yes.

Student loans in a forgiveness plan remain the legal responsibility of the applicant until they are released of liability from the creditor. The applicable student loan payment must be included in the applicant's monthly debts.


Question

An applicant has student loan debt that is on
an Income Based Repayment Plan

and currently has a $0 payment.

Does the student loan still need to be included
In monthly debts?


Presenter Notes
Presentation Notes
An applicant has student loan debt that is on an Income Based Repayment Plan and currently has a $0 payment. Does the student loan still need to be included in monthly debts? 


Yes.

When the credit report or creditor verification
Indicate a payment of zero, lenders must use
one half (.50) percent of the outstanding
balance in the total debt ratio.


Presenter Notes
Presentation Notes
Yes. When the credit report or creditor verification indicate a payment of zero, lenders must use one half (.50) percent of the outstanding balance in the total debt ratio. 


Question

An applicant has student loan debt that is
currently in deferment.

Does the student loan still need to be included as
a liability?


Presenter Notes
Presentation Notes
An applicant has student loan debt that is currently in deferment. Does the student loan still need to be included as a liability?


Yes.

Student loans in deferment must use the
payment amount reported on the

credit report, the actual documented payment
when it is greater than zero, or

one half (.50) percent of the outstanding
balance when the payment is zero.


Presenter Notes
Presentation Notes
Yes. Student loans in deferment must use the payment amount reported on the credit report, the actual documented payment when it is greater than zero, or one half (.50) percent of the outstanding balance when the payment is zero.


Question

Can an installment liability with less
than 10 months of payments remaining
be omitted?


Presenter Notes
Presentation Notes
Can an installment liability with less than 10 months of payments remaining be omitted?


Maybe.

If the monthly payment does not exceed 5% of
the monthly repayment income, the debt may
be excluded.


Presenter Notes
Presentation Notes
Maybe. If the monthly payment does not exceed five percent of the monthly repayment income, the debt may be excluded. 


Question

Can an applicant pay off a debt at
closing to qualify?


Presenter Notes
Presentation Notes
Can an applicant pay off a debt at closing to qualify?


Maybe. Depends on source of funds used.

Applicants may pay debts at closing as long as loan
funds or seller concessions are not used to pay the debt.
It is the lender’s responsibility to ensure debts paid
at closing are out of the borrower’s personal funds.


Presenter Notes
Presentation Notes
Maybe. Depends on source of funds used.
Applicants may pay debts at closing as long as loan funds or seller concessions are not used to pay the debt. It is the lender’s responsibility to ensure debts paid at closing are out of the borrower’s personal funds. 


Question

An applicant is divorced, and the ex-spouse was given
responsibility of a few credit cards and an installment
loan, evidenced by the divorce documents. The debts
are showing on applicant’s credit report and are paid as
agreed with no late payments.

Can these debts be excluded?


Presenter Notes
Presentation Notes
An applicant is divorced, and the ex-spouse was given responsibility of a few credit cards and an installment loan, evidenced by the divorce documents. The debts are showing on applicant’s credit report and are paid as agreed with no late payments. Can these debts be excluded?


Maybe. Depends on payment history and length of time.

Co-signed obligations must be considered in the total debt ratio
unless the applicant provides evidence another obligor has made the
payment on time for the previous 12 months prior to loan application.

OR

The applicant can provide conclusive evidence form the creditor that
they will not pursue debt collection against the applicant should the
other party default.


Presenter Notes
Presentation Notes
Maybe. Depends on payment history and length of time.
Co-signed obligations must be considered in the total debt ratio unless the applicant provides evidence another obligor has made the payment on time for the previous 12 months prior to loan application. 
OR 
The applicant can provide conclusive evidence form the creditor that they will not pursue debt collection against the applicant should the other party default.


Question

Does the payment on an authorized user account need
to be included as a liability?


Presenter Notes
Presentation Notes
Does the payment on an authorized user account need to be included as a liability? 


No.

If the applicant is solely an authorized user and has no
legal liability to repay the debt, it may be omitted.



Presenter Notes
Presentation Notes
No. If the applicant is solely an authorized user and has no legal liability to repay the debt, it may be omitted. 


Question

A co-signed debt has only been open for 7 months;

however, we have documentation the other party has
made all payments.

Can this debt be excluded?


Presenter Notes
Presentation Notes
A co-signed debt has only been open for 7 months; however, we have documentation the other party has made all payments. Can this debt be excluded?


No.

A full 12-month history showing another party is paying the
debt is required to omit the payment.


Presenter Notes
Presentation Notes
No.
A full 12-month history showing another party is paying the debt is required to omit the payment.


Lender Toolkit



USDA LINC Training & Resource Library

Resources

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

Save it as a favorite to access quick
answers!

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

Sign up for GovDelivery notifications




HB-1-3555

HB-1-3555
https://www.rd.usda.gov/resources/directiv
es/handbooks#hb13555

HEB-1-3550 Direct Single Family Housing Loans and Grants - Field Office Handboaok —|—

Resources
HB-1-3555 5FH Guaranteed Loan Program Technical Handbook

Directives

Consolidated version (large document may take long to load)
Table of Contents

Chapter 1 Clverview

Bookmark It!

Chapter 3

Hamdbooks
Chapter 4 = ities

Chapter § Orsgnation and Undersriting Owetview
Chapter & Loan Purposes
Chapter 7
Chapter B
Chapter 8 - ]
0 e . -
. = Use Ctrl-F to find answers
Chapter 12 : d A Requirements o
Chapter 13 sp ¥ Types q u I C kly!
Chapter 14

Chapter 15



Presenter Notes
Presentation Notes
Today we focused soley on Chapter 11 of HB-1-3555 which outlines the requirements and guidance surrounding ratios. Here you can access requirements and guidance surrounding each Chapter of Handbook 1 3555.


HB-1-3555

HB-1-3555
https://www.rd.usda.gov/resources/directiv
es/handbooks#hb13555

HEB-1-3550 Direct Single Family Housing Loans and Grants - Field Office Handboaok —|—

Resources
HB-1-3555 5FH Guaranteed Loan Program Technical Handbook

Directives

Consolidated version (large document may take long to load)
Table of Contents

Chapter 1 Clverview

Bookmark It!

Chapter 3

Hamdbooks
Chapter 4 = ities

Chapter § Orsgnation and Undersriting Owetview
Chapter & Loan Purposes
Chapter 7
Chapter B
Chapter 8 - ]
0 e . -
. = Use Ctrl-F to find answers
Chapter 12 : d A Requirements o
Chapter 13 sp ¥ Types q u I C kly!
Chapter 14

Chapter 15




FAQS

FAQ
: FAQs
Frequently Asked Questlons https://www.rd.usda.gov/media/file/downlo

Appraisal and Property Requirements ad/rd-sfh-faqgloanorigination.pdf

Appraisal {

# Do appraisers need to be on an approved list to complete appraisal reports for
Rural Drevelopment loans?

Mo, Rural Development does not maintain a list of approved appraisers. It is the B O O kl I l a r k I t !
ezponsibility of the lender to select qualified appraizers that are properly
licensed or certified, as appropriate. in the State in which the property is located.

How long is an appraisal valid?

The appraizal must have been completed within 150 days of loan closing.
Appraisals that are clder than 150 days at loan cosing are eligible for an

appraisal update to extend the appraizal an additional 90 days. c
Use Ctrl-F to find answers
The lender has determined thers are significant concerns with an appraisal. Can )
a second appraisal be orderad? q u I C kly'

Rural Dewelopmeant does not require that the first appraizal ordered is the one
that mu..t b I..I'tI|I"'E-:| The appr-::-.'m:l In:-nu:lwr m pa, seek an alternate appraisal iF they




USDA Rural Development Single Family Housing Guaranteed Loan Program (SFHGLP)
SRR 'S DEPARTWENT OF AGRICULTURE Contacts and Resources

We’re here to help.

R s A AL AZ,CA, 00, GU, H, I, I, K5, N RB, N, OR, https://www.rd.usda.gov/media/file/download

= Identify the state the application is 8D, TX, UT, WA, WI, WP, WY )
located; if applicable; Production Team Two: SEHGLPTWO@usda.gov
St st sl AR, KY, LA, MN, MO, MS, ND, NE, NJ, NY, OK /thglpcontaCtlISt'pdf
barrower ID, if applicable: Production Team Three: SEHGLPTHREE @usda.gov

GUS| ber, if applicabl
Inciinde contact iformesion: and CT, DE, GA, IL, MA, MD, ME, Mi, NC, NH, RI, SC, VIT,
: Wy

Indicate if you would like a call back
(otherwise you will receive an email Production Team Four: SFHGLPFOUR @usda.gov
reply) FL, IN, OH, PA, PR, TN, VA, VI

File-Specific Questions by phone: *833-314-0168, ext. 2

Have a question on POLICY?
Contact the PAC team!

, - Need TRAINING?
305 s Agrooments sotsag Contact the LPA team!

Adding/Removing Security Administrator ions: ww.rd.usda.govi!
{SFH Guaranteed Loan Program
Automated Systems)

Regulation and Handbook: h

E:d:rL :eh:a:: T:: :;:ts contact information, and helpful links: hitps:/iwww 1 - _Fl:- Jipageisih-g H av e a q u e Sti o n O n a S P ECI F I C FI LE?
: Contact the OPD!

Revised 05.08.2024




B e N T Pk P T RLRIN Y SRS LN
HOME RESOURCES USDA LINC TRAINING & RESOURCE LIBRARY

LINC Training Library w
@ English I

Guaranteed Underwriting System
[GUS) . . ) o

Welcome to The Policy Desk! Rural Development recognizes the im portance of obtaining input from our stakeholders on
Lender Approval proposed policy revisions, prior to those updates becoming effective. The Policy Desk was created with that goal in
Single Family Housing GLP mind. Here, you will find proposed policy revisions, as well as a mechanism to provide comments to Rural Development
Policy Desk on these proposals. We encourage all stakeholders to review these proposals and provide your comments using the link

below, or by emailing the Policy Desk at siheld policydeski@usda gov. Thank you for your continued support of Rural

Lender Training . _ )
& Development’s Single-Family Housing Guaranteed Loan Program!

Loan Clasing
Loan Origination Announcements
Loan Servicing

GUS Lender Test Environment Mone at this time.
[LTE}

SFHGLP System Access and

Security Guide Archive of Previous Proposals

Lender Training Schedule

hapter 11 - Ratio Analysis Draft Advance

™

hapter 11 - Ratio Analysis Markup

Y

Chapter 17 - Regular Servicing Performing Leans Advance Copy
Chapter 17 - Regular Servicing Performing Loans Markup Version
Chapter 18 - Servicing Mon-Performing Loans Advance Copy
Chapter 18 - Servicing Mon-Performing Loans Markup Version

Chapter 19 - Loss Claims Advance Copy

Chapter 19 - Loss Claims Markup Version

Return to top

Home About RD Programs & Services Browse by State Federal Register Notices

NEW ADDITION “LINC
Training & Resource Library”

“Single Family Housing GLP
Policy Desk”

Opportunity for you to share
your comments before policy
revisions go into effect!

Watch your inbox for those
GovDelivery notifications!


Presenter Notes
Presentation Notes
The newest addition to our LINC training and resource library is the Single Family Housing Guaranteed Loan Program Policy Desk. 
Rural Development recognizes the importance of obtaining input from our stakeholders on proposed policy revisions, prior to those updates becoming effective.  
The Policy Desk was created with that goal in mind.  
Here, you will find proposed policy revisions, as well as a mechanism to provide comments to Rural Development on these proposals.  
We encourage all stakeholders to review these proposals and provide your comments using the link on the policy desk page, or by emailing the Policy Desk directly.




Presenter Notes
Presentation Notes
Thank you all for joining today. 


USDA Rural Development
S U.S. DEPARTMENT OF AGRICULTURE

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