Single Family Housing Guaranteed Loan Program
HB‐1‐3555 Chapter 11 Ratio Analysis Revision Guide
HB‐1‐3555 Chapter 11 Ratio Analysis has been revised to clarify credit accounts, ratio thresholds, debt
ratio waiver exceptions, and compensating factors.
11.2 B. The Total Debt Ratio

Removed: “Obligations for child care….” This sentence was removed because these topics are
addressed in greater detail in this section.
Clarified: Minor clarifications were made to accept electronic verification of debts and distinguish
non‐medical collections as open accounts that may need to be considered in the monthly debts.

11.2 B. PITI
Clarified: The PITI monthly debt has been expanded to include potential items that are included in
this total.
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11.2 B. Installment accounts
Revised: “Long Term Obligations” has been revised to “Installment accounts.” Installment accounts
did not have a specific section in HB 11.
Clarified: Installment accounts are defined with examples provided.
Clarified: Installment debts with ten or less months of repayment may be excluded IF the payment
does not exceed five percent of the monthly repayment income. The section in bold is the new
“significant impact” language.
The former “significant impact” language that was hard to locate in the previous HB 11 version, but in
this new revision it will be included for each monthly debt as applicable.
Example: Monthly debt payment: $165. Monthly repayment income: $2,300.
$2,300 x 5% = $115.
$165 is greater than $115, therefore the monthly debt must be included in the debt ratio.
Example: Monthly debt payment: $165. Monthly repayment income: $3,500.
$3,500 x 5% = $175.
$165 is less than $175, therefore the monthly debt may be excluded from the debt ratio.
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11.2 B. Revolving accounts
Clarified: Examples of revolving accounts are listed.
Clarified: Flexibility is provided to verify an acceptable monthly payment for the account.
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11.2 B. Court Ordered Debts: Child support, alimony, garnishments, etc.
Revised: This section was re‐named Court Ordered Debts.
Clarified: Court ordered debts with ten or less payments remaining may be excluded if the payment
does not exceed five percent of the of the monthly repayment income.
Clarified: Lenders may refer to Chapter 10 for credit eligibility guidance for court ordered debts (e.g.
delinquent child support, etc.).
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11.2 B. Student Loans
Clarified: Fixed payment loans: Fixed payment student loans with fixed interest rates, terms, and
payments will be fully amortized with the debt paid in full at the end of the term. A student loan with
a $92,538 balance and a stated monthly payment of $35 is not a fixed term loan. $92,538 / $35 =
2,643 payments (a 220 year term), which is unreasonable.
Revised: Non‐Fixed Payment loans: The required payment for non‐fixed payment/rate/term loans is
updated per the GovDelivery published September 23, 2019. All income based payments, graduated
or adjustable schedules, etc. must use the greater of the following:
1. One half (.50) percent of the outstanding loan balance documented on the credit report or
creditor verification, or
2. The current documented payment under the approved repayment plan with the creditor.
Please review the examples below.
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NEW/Clarified: Student loans that are individual accounts in the applicant’s name alone but are paid
by another party continue to be the legal responsibility of the applicant. Individual accounts are not
eligible to be excluded from the debt ratio when others make the payment. Joint accounts (those
with more than one legally responsible party) are eligible to be excluded when required evidence of
payments are documented. Refer to Cosigned obligations for more guidance.
NEW/Clarified: Student loans enrolled in forgiveness plans or programs continue to be the legal
responsibility of the applicant until they are paid in full, forgiven in full, or a release of liability is
issued. The applicable payment must be included in the ratios.
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11.2 B. Mortgages: Rental Property
NEW: The “Previous Mortgage” section has been revised to specifically address rental property, no
release of liability, and divorce scenarios. This section is specific to retained rental property.
There is no change in guidance from the previous version of this Chapter. Refer to Chapter 9 for
rental income guidance for annual and repayment income.

11.2 B. Mortgages: No Release of Liability
NEW: This section will address mortgage liabilities that are not applicable to rental or divorce
scenarios.
There is no change in guidance from the previous version of this Chapter.
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11.2 B. Mortgages: Divorce
NEW: This section will address a previous mortgage that may have been awarded to another party in
recorded court documents.
There is no change in guidance from the previous version of this Chapter.

11.2 B. Debts of a non‐purchasing spouse (NPS)
Clarified: Approved lenders are responsible to confirm state laws are met for NPS debt inclusion to
debt ratios.
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11.2 B. Collection, Judgment, and Charge‐off accounts
Revised: Refer to Chapter 10 for credit consideration and applicable monthly debt amount(s).
The lender must determine credit eligibility. If the lender determines the applicant is an eligible credit
risk, Chapter 10 includes guidance to include applicable payments, retain a GUS Accept underwriting
recommendation, etc.

11.2 B. Automobile allowances and expense account payments
Removed: Reference to IRS Form 2106 has been removed.
Clarified: Refer to Chapter 9 for annual and repayment income guidance for these
allowances/expenses.
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11.2 B. Tax repayment agreements
NEW: This section is new to Chapter 11, but these payment plans would have always been required
to be included in the debt ratio.
Clarified: A repayment plan with less than ten payments remaining may be excluded if the payment
does not exceed five percent of the monthly repayment income.
Refer to Chapter 10 for credit eligibility.

11.2 B. Lease payments
NEW: This section is new to Chapter 11, but these lease payments would have always been required
to be included in the debt ratio.
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11.3 Debt Ratio Waivers and Compensating Factors

11.3 A. Purchase Transactions: Debt Ratio Waivers
Revised: The title of this section was revised from “Debt ratio waivers for purchase transactions.”
Revised: The guidance for GUS Accept loans was moved to the top of this section.
Clarified: The acceptable ratio threshold language was reduced. The maximum PITI is 32 percent.
The maximum total debt is 44 percent. No change in guidance.

11.3 A. Acceptable Compensating Factors and Supporting Documentation
NEW: In addition to being with the current employer for two years, an applicant that has received
Social Security benefits or retirement income for two years may document this steady receipt of
income as a compensating factor.
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11.3 A. Acceptable Compensating Factors and Supporting Documentation
Clarified: No change in guidance, only a reminder inserted that when USDA issues a Conditional
Commitment, the debt ratio waiver has been approved.

11.3 B. Refinance Transactions: Debt ratio waivers
Revised: The title of this section was revised from “Debt ratio waivers for refinance transactions.”
Revised: The guidance for GUS Accept loans was moved to the top of this section.
Revised: Some sentences have been moved or relocated. No change in guidance.
Clarified: It has been specifically stated that debt ratios for refinance loans are not limited to the
maximum debt ratio thresholds (i.e. the purchase transaction thresholds of 32 percent for PITI and 44
percent for total debt). Borrowers who seek a refinance should be provided every opportunity to
obtain a lower monthly payment while additional eligibility criteria must continue to be met.
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11.3 B. Refinance Transactions: Debt ratio waivers
Clarified: No change in guidance to eligible compensating factors. Language has only been
streamlined for better clarification.
Removed: The additional language that was included for “Credit score of 680 or higher for each
applicant” was removed because it was confusing. If an applicant has a 680 credit score or higher,
that is an eligible compensating factor.
Removed: “The borrower has demonstrated a conservative attitude toward the use of credit” has
been removed because it was not considered an objective or consistently interpreted compensating
factor.
Clarified: No change in asset guidance. The language was reduced for clarification. Refer to Chapter
9 for asset calculation and documentation assistance.
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11.4 Mortgage Credit Certificates
Revised: Refer to Chapter 9 for MCC guidance and GUS data entry.
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11.5 Funded Buydown Accounts
Clarified: No change in guidance, only streamline of language.
Clarified: All bullets are applicable to temporary buydowns. Permanent buydowns are fully paid and
funded at loan closing.
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11.6 Section 8 Homeownership Vouchers
Revised: Refer to Chapter 9 for Section 8 Voucher guidance and GUS data entry.
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