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Appraisal and Property Eligibility
Training

USDA Rural Development Presented by: Alyssa Rung, Finance and Loan Analyst, Lender and Partner
z U.S. DEPARTMENT OF AGRICULTURE ACtIVItIeS BranCh


Presenter Notes
Presentation Notes
Hello everyone!  My name is Alyssa Rung and I am a Finance and Loan Analyst with the Lender and Partner Activities Branch at Rural Development.  Thank you for taking the time to join us today! 

The PowerPoint and recording will be made available after the event. 


USDA Rural Development

_ U.S. DEPARTMENT OF AGRICULTURE

Appraisals

Handbook-1-3555, Chapter 12




LOCATION

MARKET

IMPROVEMENTS

d
NEIGHBORHOOD /

Property Value

Establish an estimate of value (defendable and
supportable)

Property meets the current minimum property
requirements (of HUD Handbook 4000.1 for

existing properties).



Presenter Notes
Presentation Notes
Essential - Correctly collateralized
Primary focus: Establish an estimate of value (defendable and supportable), & Property meet the current minimum property requirements (of HUD Handbook 4000.1 for existing properties). 



Appraiser Qualifications

Lender ensures Appraiser is Qualified:

USPAP Compliant
Independent & Objective

Properly licensed/certified



Presenter Notes
Presentation Notes

The lender must ensure that appraisals are completed by a qualified appraiser.
Appraiser should be : USPAP Compliant, independent and objective, and properly licensed and/or certified in the property state where they are performing their appraisal. 

(Uniform Standards of Professional Appraisal Practice (USPAP))



Appraisal Report Requirements

Must comply with the reporting
requirements of USPAP

Must meet Uniform Appraisal Data Set

(UAD) as set forth by Fannie/Freddie

Appraiser determines form used (uniform

Residential Appraisal Report , Manufactured Home Appraisal Report,
or Individual Condominium Unit Appraisal Report)



Presenter Notes
Presentation Notes
Appraisal reports must comply with reporting requirements of USPAP and meet the Uniform Appraisal Dataset (UAD) set forth by Fannie Mae and Freddie Mac.
Appraiser will determine the appropriate form: URAR – (Fannie form 1004/Freddie form 70), Manufactured Home Appraisal (Fannie form 1004C/Freddie form 70B), or Individual Condominium Unit Appraisal (Fannie form 1073/Freddie form 465)



Appraisal Considerations

Ethics Rules for Appraiser/Client confidentiality

Market or Sales comparison approach is required

Appraiser determines if cost approach or income approach is
needed

REO or servicing appraisals are ineligible for loan origination
purposes. A new appraisal will need to be obtained.


Presenter Notes
Presentation Notes
Appraisal Considerations:
USPAP Ethics Rules do not permit the appraiser to discuss the report with anyone other than the client, without the client’s permission. We do recommend that USDA be identified as an intended user with the lender, but that is not required.
The market or sales comparison approach is required in all cases and at least 3 comparable sales should be used unless there is documentation provided to explain why 3 could not be obtained. 
The appraiser will determine if the property or situation would require either the cost approach or the income approach
Appraisals prepared for REO purposes, loan servicing consideration, or purposes other than a Guaranteed purchase or refinance are ineligible for originating a guaranteed loan. A new appraisal with the intent to arrive at an opinion of value for a purchase transaction must be obtained. 



Appraisal Photographs

v'Front and rear of property

v'Street Scene

v'Kitchen

v'"Main living area

v'Bathrooms

v'Bedrooms

v'Other rooms showing overall condition
v'Basement/attic/crawl space
v'"Comparable sales



Presenter Notes
Presentation Notes
You need to ensure that the appraisal Photographs are in color and clearly represent the property’s condition and quality. This would include any improvements, deterioration, amenities, conditions and any external factors that may affect the market value or marketability of the property. 

An appraisal with an interior and exterior inspection must include at least the following photos: front and rear of property, street scene, kitchen, main living area, bathrooms, bedrooms, any other rooms showing overall condition including updates and remodeling, basement/attic/crawl space, and comparable sales photos.
For Condo’s you must include photos of common areas and shared amenities.  
The comparable sales being used in the valuation analysis must include a picture of at least the front view of the property.



Appraisal Transfers

HB-1-3555, Chapter 12.5 B

Transfers are
acceptable.

Receiving lender
assumes all
responsibility.

Initial lender must
agree.

No greater than 180
days at loan closing.



Presenter Notes
Presentation Notes
If there is an appraisal that has been ordered by another lender for the applicant, it can be transferred to the lender who is completing the purchase transaction. 
In order to do this, a couple of things must happen:
The initial lender must agree to transfer the report. 
There must be a letter from the initial lender who ordered the report to serve as evidence that initial lender transferred the report to the lender who is completing the purchase transaction. This letter must be kept in the permanent loan file. 
The receiving lender must assume all responsibility for the accuracy and integrity of the report.
The Appraisal must be no older than 180 days at loan closing to be valid. 



Note: Only used to
determine if the property
has declined in value since
original appraisal. Not
eligible to support a higher
appraised value of the
property.

Appraisal Updates

Appraisal initially
valid for 180 days
from loan closing.

Lenders may extend to 1
YEAR with a one-time
Appraisal Update Report.


Presenter Notes
Presentation Notes
An appraisal report is initially valid for 180 days from the effective date
Lenders may extend that period with a 1-time Appraisal Update Report.  The Appraisal is valid for no more than 1 YEAR from the effective of the original appraisal report at loan closing.     


Property Flipping

Applicant may purchase a property the seller has
“flipped”

Lender must do a thorough review of the appraisal
to ensure the property’s value is strongly
supported by appraisal

This protects applicants from possible predatory
lending



Presenter Notes
Presentation Notes
Property Flipping
USDA has no rule against an applicant’s purchase of a “flipped” property. The lender is responsible for ensuring that a recently sold property’s value is strongly supported by the appraisal report, to protect applicants from possible predatory lending.



Appraisal Review

USDA reviews all
appraisals.

(Form RD 1922-15)

If determined
inadequate, Lender
informed of
corrections needed.

Concerns referred
to USDA's Regional
Agency Appraiser
for technical
review.

Lender
communicates with
& initiates
corrective action
with Appraiser.


Presenter Notes
Presentation Notes
Agency Review
USDA reviews all appraisals with form RD1922-15 Administrative Appraisal Review.
If the reviewer detects concerns, the report is referred to USDA’s Regional Agency Appraiser for a technical review
If the report is determined inadequate, the lender will be informed of the corrections needed prior to issuing and the Conditional Commitment. 
The lender is responsible to communicate and initiate corrective action with the appraiser.



Appraisal Consideration: Remote Areas/Tribal
Lands

May be difficult to obtain comparable sales

Appraiser may utilize other methods of valuation

in compliance with USPAP

Appraiser will explain the lack of sales comparison
approach



Presenter Notes
Presentation Notes
In remote rural areas, on tribal lands, or in areas with a lack of market activity, it may be difficult to obtain comparable sales. In these instances, the appraiser may utilize other methods of valuation in compliance with USPAP regulations. Appraisers will explain the exclusion of the sales comparison approach.



USDA Ru ral Development
LOLA\

TRIVIA TIME

Get your Scan the code Have
phone or enter the ID fun!
117-751-859




Join: vevox.app ID: XXX-XXX-XXX [Fz0]55e )2\

Can the cost of an appraisal be reimbursed at closing if it was
paid for with a credit card?

1. Yes
2. No

3. I'm not sure

USDA Rural Development
U5 DEPARTM

ﬁ EMT OF AGRICULTLURE




Trivia Time

ANSWER: No

— Loan fees paid by the applicant with credit
cards or other short-term loans are not
reimbursable at closing.




Join: vevox.app ID: XXX-XXX-XXX [Fz0]55e )2\

Lenders must ensure the appraiser is on USDA's approved
lender list?

1 Yes
2 No

3 I'm not sure

USDA Rural Development
U5 DEPARTM

ﬁ EMT OF AGRICULTLURE




Trivia Time

ANSWER: No

— Rural Development does not maintain a
list of approved appraisers.

— It is the responsibility of the lender to
select qualified appraisers that are
properly licensed or certified, as
appropriate, in the state in which the
property is located.




Join: vevox.app ID: XXX-XXX-XXX [Fz0]55e )2\

The lender discovers significant concerns with the appraisal. A
second appraisal can be ordered?

1 Yes
2 No

3 I'm not sure

USDA Rural Development
U5 DEPARTM

ﬁ EMT OF AGRICULTLURE




Trivia Time

ANSWER: Yes

— Rural Development does not require that
the first appraisal ordered must be utilized
for underwriting.

— The approved lender may order an
alternate appraisal if the initial appraisal
report is unacceptable.




Join: vevox.app ID: XXX-XXX-XXX [Fz0]55e )2\

Form 1004MC is required?

1 True

2 False

3 I'm not sure

USDA Rural Development

_ U5 DEPARTMENT OF AGRICULTUIRE




Trivia Time

ANSWER: False
— Form 1004MC is not required.




Join: vevox.app ID: XXX-XXX-XXX [Fz0]55e )2\

"As improved" appraisals are acceptable?

1 Yes
2 No

3 I'm not sure

USDA Rural Development
U5 DEPARTM

ﬁ EMT OF AGRICULTLURE




Trivia Time

ANSWER: Yes

— “As is” or “as improved” appraisals are
acceptable.

— Fannie Mae Form 1004D/Freddie Mac
Form 442, Appraisal Update and/or
Completion Report, may be utilized by the
lender to report the completion of a repair
and/or satisfaction of requirements and
conditions noted in the original appraisal
report.




USDA Rural Development
sl VS DEPARTMENT OF AGRICULTURE

Property Eligibility

Handbook-1-3555, Chapter 12



Rural America

whot « BEAUTIFUL PLACE 7
CALL HOML !



Presenter Notes
Presentation Notes
One of the key components of program qualification is determining the eligibility of a property.

Location is primary factor, but other requirements come into play


Eligible Property Facts

What type of properties can be Property must be:

financed? * Predominantly residential in
use, character, & appearance

* Existing Single-Family Homes .
* Located in rural areas as per RD

¢ Condominiums definition

e New Manufactured * Free of any health or safety
concerns before close and

 Townhomes occupancy

 New Construction * Existing dwellings must meet

U.S. Housing and Urban

* Modular Development standards


Presenter Notes
Presentation Notes
Let’s go over some eligible property facts.

The program allows for most types of available housing in rural America. Existing properties must be single family residences but can be stick built, modular,  which is treated as stick built, a townhome, a condominium, or a new manufactured unit. Currently there is a pilot program in some states allowing existing manufactured housing built in 2006 or newer. We will cover more on that topic in an upcoming slide. A single unit in a duplex is also allowable, when the duplex units are separately deeded.

Property must be:
Predominantly residential in use, character, & appearance
Located in rural areas as per RD definition
Free of any health or safety concerns before close and occupancy
Existing dwellings must meet U.S. Housing and Urban Development standards
		




Property Eligibility

BNl SR Faialy New Construction Townhomes .Co.ndc?mlnlums
Homes (limitations apply)

Existing

Manufactured after New or existing
New Manufactured Modular (treated Duplex - 1 unit

2006 in some states . :
: same as site-built)
under a pilot program



Presenter Notes
Presentation Notes
The program allows for most types of available housing in rural America. Existing properties must be single family residences but can be stick built, modular,  which is treated as stick built, a townhome, a condominium, or a new manufactured unit. Currently there is a pilot program in some states allowing existing manufactured housing built in 2006 or newer. We will cover more on that topic in an upcoming slide. A single unit in a duplex is also allowable, when the duplex units are separately deeded.


Occupy the Property

Principal residence throughout the _ _
term of the loan Adequate dwelling The dwelling
must be modest, decent safe and

sanitary.

Must occupy the home within 60
days of loan closing modest is defined as a new or

existing dwelling that a low- or
moderate-income borrower can
afford based on their

e Active-duty military applicants must occupy
as their principal residence

 Student applicants must intend to make the repayment ability. The property
home a permanent residence. Reasonable must not be primarily designed
expectation of securing employment in the Kfor income producing activity.

darea


Presenter Notes
Presentation Notes
The home purchased must be the borrower's primary residence and they must occupy the home within 60 days of the loan closing, it must be adequate and modest as well.  

What is Modest?? Although there is no limit to the purchase price or amount financed, our income limits and ratio requirements are what dictate modest. The program is designed to assist people with moderate or low income to purchase affordable housing based on their repayment ability


Online Property and Income Eligibility -USDA Website

Property and Income Eligibility
http://eliqgibility.sc.egov.usda.gov/eligibility/welcomeAction.do

10 ELIGIBILITY

Home Tutorials

Rural Business

Single Family Housing Guaranieed

Rural Housing Services

Property Eligibility Disclaimer

Every effort is made to provide accurate and complete information regarding eligible and ineligible areas on this website, based on Rural Development rural area requirements. Rural Development, however, does not guarantee the accuracy. or compleieness of any information, product,
process, or determination provided by this system. Final determination of property eligibility must be made by Rural Development upon receipt of a complete application. Viewing eligibility maps on this website does not constitute a final determination by Rural Development. To proceed with
viewing the eligibility map, you must accept this disclaimer.

QS DA gﬂlr:ﬂn?f;m E;p::nmn of Agriculture Decline

Home Tutorials

Single Family Housing Guaranieed Single Family Housing Direct Multi-Family

Property Eligibility R
Rural Housing Services

Property Eligibility Disclaimer

Every effort is made to provide accurate and complete information regarding eligible and ineligible areas on this website, based on Rural Developr
process, or determination provided by this system. Final determination of property eligibility must be made by Rural Development upon receipt of
viewing the eligibility map, you must accept this disclaimer.

Income Limits Loan

ligibility



Presenter Notes
Presentation Notes
Of course the primary requirement is location. The property must always be located in an eligible area. The same eligibility site used for income eligibility can also be used to determine property eligibility.


Checking eligibility is easy with our online tools.  You will go to the eligibility page and select property eligibility.  

http://eligibility.sc.egov.usda.gov/eligibility/welcomeAction.do

USDA Eligibility Site

LJ_SDA United States Department of Agriculture

_--'" Rural Development

Q_SDA United States Department of Agriculture

_—-""' Rural Development

Home Tutorials Home Tutorials
Single Family Housing Guaranteed Single Family Housing Direct Multi-Family Hg Single Family Housing Guaranteed Single Family Housing Direct Multi-Family Hous
Property Eligibility Previous Eligibility Areas Income Eligibility Income Limits Property Eligibility Previous Eligibility Areas Income Eligibility Income Limits
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Presenter Notes
Presentation Notes
The site can be used to enter a specific address to determine if the home is located within an eligible area or you can simply explore the map, like any other google map, and pre determine any potential ineligible areas prior to your client shopping for homes. The dark shaded area would indicate areas where the Guaranteed loan program could not be utilized. Sometimes this tool will not be able to locate an address if it is a new address due to new construction. If that happens, you will need to locate the address manually and drop a pin there to show if it is eligible or not. I recommend including a screen shot with your submission to help the review staff locate the address themselves a little quicker.  The other thing to check if you are getting an ineligible or if its not locating the property is, make sure all input is correct and spelled right.  You can double check the address at usps.com for accuracy.


I would like to note that the eligibility site only determines if the home is located within an eligible area, it does not determine if the home itself is acceptable. That will be determined by the appraiser.

https://eligibility.sc.egov.usda.gov/eligibility/welcomeAction.do

Property and Site Requirements

=8 nuw
- | b __

Site Size

No specific
limitation to
size/acreage of
site

Income Producing [ Accessory Dwelling | Income Producing
Buildings Unit Land

Income * Does not * Income
producing automatically producing land is
buildings are render property prohibited
prohibited ineligible

5

Multiple Parcels

* Allowable if
contiguous,
covered by lien
in entirety, and
only 1 dwelling

Residential in use, character, and design. Typical for the area.

|



Presenter Notes
Presentation Notes
Let’s discuss a little about the requirements of the property and site. 
The program has no set acreage limits. Whatever size is common for the area, as confirmed by the appraiser, is acceptable. 
Income producing buildings and land that exist primarily for income producing purposes are prohibited. Having outbuildings, such as a barn, or other such structures on a property do not automatically render the property ineligible. 
Accessory dwelling units can also be acceptable. The appraiser will need to determine if the unit represents a second single family housing dwelling unit. The Agency relies on the appraiser's professional review and opinion of the highest and best use of the property as a primary residence. 
Multiple parcels can be acceptable if meeting the following criteria, the mortgage provides a valid first lien covering each parcel. Each parcel is conveyed in its entirety  and has the same zoning. The parcels are contiguous unless divided by a road and the remaining parcel cannot be developed. And, the entire property will contain only one dwelling.


Acceptable Properties

www.shutterstock.com - 131072231


Presenter Notes
Presentation Notes
Examples of properties that are acceptable;  outbuildings such as storage sheds and non-commercial workshops; a garden on the property is fine, family pets like one or two horses, townhomes or condos, single family homes, a single-family home with old farm buildings that are no longer used for farming.

Home based operations like childcare, product sales, or craft production that do require specific commercial real estate features are not restricted. 


Unacceptable Properties



Presenter Notes
Presentation Notes
Some examples of the types of properties are not acceptable are:
Buildings principally used for income producing purposes
Barns, silos, commercial greenhouses, or livestock facilities used for the primary production of agricultural, farming, or commercial enterprise are ineligible. However, if these barns, silos, greenhouses and livestock facilities are no longer in use for commercial operation and will be used for storage, it does not render the property ineligible. 


Additional Site Requirements

Properties with Solar Panels: Dwellings with solar panels are not considered an income
producing property. See chapter 12, section 12.4 for more information regarding solar

panels.

Site Specifications: The site must be contiguous to, and have direct access from a street,
road, or driveway. Streets and roads must be hard surfaced, or all weather surfaced,
with public access or permanent recorded easements.

Utilities: The site must be supported by adequate utilities and water and wastewater

disposal systems. A g A
é

Zoning: The property must comply with applicable zoning requirements and restrictions.
If an existing property does not comply with all current zoning ordinances but it is
accepted by the local zoning authority, the appraiser must report the property as legal
non-conforming. The appraisal must reflect any adverse effect of the legal
nonconforming use on the value and marketability of the property.



Presenter Notes
Presentation Notes
Properties with Solar Panels. Dwellings with solar panels are not considered an income producing property. 
Site Specifications. The site must be contiguous to, and have direct access from a street, road, or driveway. Streets and roads must be hard surfaced, or all weather surfaced, with public access or permanent recorded easements. 
Utilities. The site must be supported by adequate utilities and water and wastewater disposal systems. 
Zoning. The property must comply with applicable zoning requirements and restrictions. If an existing property does not comply with all current zoning ordinances but it is accepted by the local zoning authority, the appraiser must report the property as legal non-conforming. The appraisal must reflect any adverse effect of the legal nonconforming use on the value and marketability of the property. 


Property Requirements - Inspections

Home Inspection. Applicants are encouraged to obtain a detailed
home inspection of the property independent of the HUD certification.

Property Standards. Must meet HUD Handbook 4000.1 MPR and MPS.

Thermal Inspection. Not required for existing homes.

Pest Inspection. Not required unless the lender, appraiser, inspector
or State law requires the inspection.

New Construction. Must be designed and constructed in accordance
with certified plans and specifications.



Presenter Notes
Presentation Notes
We do require that the property meet the minimum standards of HUD Handbook 4000.1, this is certified by a qualified appraiser or home inspector as determined by the lender.
We do not require termite or pest inspections, unless the lender, appraiser, or state law requires it
We do not require thermal inspections for existing dwellings 
In-ground pools are accepted without a waiver
New Construction. Must be designed and constructed in accordance with certified plans and specifications.



Private Well & Wastewater

HB-1-3555, Chapter 12.6A

S dbsé‘gteiin Thle azpra'ser Must be free Safe water See Chapter
must meet either ot fg Eirr;nay of observable test always 12 for
theéoca'/slba[t)e addciltional evidence of required for additional
coae or . . .
Handbook. inspections. failure. private wells. guidance.



Presenter Notes
Presentation Notes
Water test no greater than 180 days old at loan closing


Condominiums

* Units are eligible if approved or
accepted by HUD/FHA, VA, Fannie
Mae, or Freddie Mac

v Lenders must retain documentation that
supports the project’s approval or

acceptance
Applicants remain responsible to v’ Lender will document approval on the
obtain individual homeowners Uniform Underwriting Transmittal
insurance and/or flood insurance, as Summary or on RD “Attachment 12-B,

applicable Condo Certification”


Presenter Notes
Presentation Notes
You can finance the purchase of a Condominium as long as it is acceptable by HUD/FHA, VA, Fannie Mae, or Freddie Mac guidelines.  You will need to document the approval of the condominium on the 1008 form or on the Attachment 12-B, Condo Certification, and retain it in the lenders permanent file.


Manufactured Housing Pilot has been renewed

States included in the pilot
: are: CO, IA, LA, MI, MS, MT,
Umt mUSt' - NV, NH, NY, ND, OH, OR, PA

» Have been constructed on or e Have no alterations or SD, TN, TX, UT, VT, VA, WA,
after January 1, 2006. modifications since WV, WI, and WY.
* Not have been previously

construction in the factory
installed on a different

, except for... -
homesite. |
\
* Have a floor area of not [ess « porches, decks, or othe
than 400 sq. feet. structures which were built to
* Meet all other criteria set engineered designs or were
forth in 7 CFR Part 3555 approved and inspected by
and HB-1-3555. local code officials are
acceptable.

o o Manual File Submission Job Aid



Presenter Notes
Presentation Notes
USDA has a Manufactured Housing pilot program and it has been renewed recently and extended until November of 2024. This pilot is expected to become a final rule by the end of summer, which means that it will be open to all states. 
 
This program allows for financing of existing manufactured homes that were constructed on or after January 1, 2006 and are located in one of the pilot states. Other criteria to be considered are:
The unit must not have been previously installed on a different homesite,
The unit must have a floor area of not less than 400 square feet,
The unit must have been constructed in conformance with the Federal Manufactured Home construction and safety standards
The unit must not have had any structural alterations to it since construction in the factory, with the exception of porches, decks, or other structures which were built to engineered designs or were approved and inspected by local code officials
It must also meet all other criteria set forth in the 7 CFR part 3555 and HB-1-3555.

Please note that all guaranteed loan applications submitted under this pilot must be manually submitted and underwritten. The documents, however, can be uploaded through GUS. A job aid for this type of submission is available in our LINC library under the loan origination tab. I have also provided the link on this slide. 


https://www.federalregister.gov/documents/2022/11/02/2022-23754/single-family-housing-section-502-direct-and-guaranteed-manufactured-housing-pilots?utm_source=federalregister.gov&utm_medium=email&utm_campaign=subscription+mailing+list
https://www.rd.usda.gov/sites/default/files/linc_manual_submission_job_aid.pdf

New Manufactured Homes

* Site development work
* Purchase of eligible unit

— Unit must be NEW (less than 12
months old and never occupied)

— Pilot Program: Must have been
constructed on or after January 1,
2006

* Transportation and set-up costs

gy A e -
RN, A
iy /

* Purchase of site if not already owned

i S

by applicant =



Presenter Notes
Presentation Notes
Manufactured homes

If the property is not located in a pilot state we will only lend for NEW Manufactured homes, purchased directly the Manufactured Home dealer.  What is considered new? Less than 12 mos old AND never occupied.   We can finance the site development work, the manufactured home, transportation and set up costs, as well as the purchase of the site if not already owned by the applicant.  This is one you will want to check for lender overlays on.



Combination Construction to Permanent Loan

Highlights

* Lack of affordable housing stock in rural
America...new construction gives options!

 USDA’s Loan Note Guarantee issued immediately
after loan closing (before house is built)!

* Single-Close Construction loans save Applicants
money over older “two-time” closed loans because
there is only 1 loan closing (& 1 set of loan closing



Presenter Notes
Presentation Notes
Along with the ability to fund regular new construction projects, we offer a single close construction program to aid in improving the supply of affordable housing in rural America. As the name suggests, it’s a single closing, meaning one set of documents to spare extra and unnecessary costs. The single close process was designed to protect all participants. 




Combination Construction to Permanent Loan

(a/k/a Single-Close-Construction Loan)

One Closing

Only one loan closing required, saving
borrower from excess closing costs

Lower Out-of-Pocket Costs

A Contingency Reserve up to 10% of purchase
price may be established from loan funds to

allow for cost over-runs, and up to 12-months of Two Products Available
loan payments during construction Securitized and Standard Interest Only

A

Il Loan Note Guarantee at Closing !! - Re.altor (.:OI‘nmISSIOI-'I |
Issued prior to construction and sellable on > Paid at time of closing — prior to

secondary market — attractive to Lenders! construction

s Sellable on Secondary Market

e Ability to sell immediately after closing on
secondary market

Reduced Risk
To both lenders and builders



Presenter Notes
Presentation Notes
Here are the benefits of the single close loan product. Most importantly, USDA’s Loan Note Guarantee is issued at loan closing, before a shovel goes into the ground. The realtor gets paid at the closing and the builder is protected as the build is funded at closing. This means that if something happens with the borrower, the lender will still work with the builder to complete construction as initially approved. The lender would then sell the home and if any loss was incurred and submit their Loan Note Guarantee for reimbursement. This reduces the risk to both the lender and the builder. 
Immediately after closing, lenders can sell on the secondary market. 

The borrower will find a more comfortable experience… up to 12 months of payments into the loan to avoid having to pay rent PLUS their new house payments during construction, They can also include the cost of acquiring land or paying off any balance on land already owned. 

There are two versions available, the interest only version and the securitized version. There are some great training on our LINC library if you want some more in depth information on this program.


Dwelling Requirements

Existing

 Must be constructed in accordance

. p  Must meet HUD 4000.1 requirements
with certified plans and specs

* Must meet orexceed IECC in effect at * Must be functionally adequate &
time of construction structurally sound

* Lenderto obtain/retain evidence of
construction costs, inspections,
certifications & warranties

* Must bein good repair, or placed in
good repair with loan funds

* Must have adequate and safe
electrical, heating, plumbing, water
and wastewater

e All must be acceptable to Rural
Development


Presenter Notes
Presentation Notes
New dwellings must be constructed in accordance with certified plans and specifications, and must meet or exceed the International Energy Conservation Code (IECC) in effect at the time of construction. The lender must obtain and retain evidence of construction costs, inspection reports, certifications, and builder warranties acceptable to Rural Development. 

Existing dwellings are considered to meet these requirements when they are inspected and certified as meeting HUD 4000.1 requirements for one-to-four unit dwellings in accordance with Agency guidelines.
Which means that they must: 
Be structurally sound; 
Be functionally adequate; 
Be in good repair, or to be placed in good repair with loan funds; and 
Have adequate and safe electrical, heating, plumbing, water, and wastewater disposal systems. 


USDA Ru ral Development
LOLA

TRIVIA TIME

Get your Scan the code Have
phone or enter the ID fun!
117-751-859




Join: vevox.app ID: XXX-XXX-XXX [Fze]55e)=\

Is it possible to use the Guaranteed Loan Program to finance a tiny
home (less than 400 square feet)?

1 Yes
2 No

3 I'm not sure

USDA Rural Development
U5 DEPARTM

ﬁ EMT OF AGRICULTLURE




Trivia Time

ANSWER: Yes, it is possible.

* Rural Development guidelines only specify a minimum
square footage requirement for manufactured homes.

* As long as this is not a manufactured home, the square
footage itself wouldn’t render the property ineligible.

* The property will need to meet the requirements of
HUD Handbook 4000.1, as certified to by an appraiser
or inspector determined qualified by the lender, and
the appraiser will need to be able to find comparable

properties to support the value.




Join: vevox.app ID: XXX-XXX-XXX [Fze]55e) 2\

The subject property is a manufactured home, which the
appraisal states was manufactured in February, 2022. The
property has never been occupied. Is this considered an
existing or new manufactured home for program purposes?

1 Existing
2 New Manufactured

3 I'm not sure

USDA Rural Development
U5 DEPARTM

ﬁ EMT OF AGRICULTLURE




Trivia Time

ANSWER: Existing
* Manufactured more than 12 months ago.
* To be considered a new manufactured home, it
must:
* be purchased directly from the dealer,

e consist of a new unit in stock (less than 12 months
from manufactured date),

* has never been installed or occupied at any other
site or location.




Join: vevox.app ID: XXX-XXX-XXX [Fze]55e) 2\

The subject property includes a secondary lot of 8 acres that is currently
rented out and being used to grow crops. Per the current homeowner,
they receive $500 per month in rent. The applicant indicates they will

not continue to rent out this land or use it for farming operations. Is this

acceptable?

1 Yes

2 No

3 I'm not sure

USDA Rural Development
U5 DEPARTMEMT OF AGRICLILTLIR
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Trivia Time

ANSWER: No

e Chapter 6 of HB-1-3555 states that a qualified
property must be predominantly residential in use,
character and appearance.

* Chapter 12 states that the site must not have
income-producing land that will be used principally
for income producing purposes. Vacant land or
properties used primarily for agricultural, farming or
commercial enterprise are ineligible.

* Regardless of the applicant’s future intent, the 8
acres of land are currently being rented out and
farmed. This appears to be an income producing
property, thus ineligible for the SFHGLP.




Join: vevox.app ID: XXX-XXX-XXX [Fze]55e) 2\

The applicant is purchasing a newly constructed home. The home is
located outside the city limits, and the county does not issue building
permits or a Certificate of Occupancy. Since the county does not issue

these documents, can we proceed without them (without having to

obtain alternative documentation)?

1 Yes

2 No

3 I'm not sure

USDA Rural Development
U5 DEPARTMEMT OF AGRICLILTLIR

=
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Trivia Time

ANSWER: No

* For new dwellings, the lender must
obtain evidence of certified plans and
specifications, construction inspections,
and thermal standards. Chapter 12
provides three options for each of these
requirements.

* If the lender is unable to meet the
minimum documentation requirements,
the loan would be limited to a 90 percent
loan to value (plus the upfront guarantee
fee).

Documentation
Requirements

Option 1

Option 2

Option 3

1.

Evidence of
Certified Plans
amnd

Copy of the
certification from a
qualified individual

Certificate of
Occupancy issued by
a local junisdiction:

Building Permit (or
equivalent) issued by
local junisdiction.

Specifications or organization that OR

the reviewed

documents comply

with applicable

development

standards: OR

2. Evidence of Certificate of Three construction Final inspection and

Construction Occupancy 1ssued by | phase inspections a 10-year msured
Inspections a local jurisdiction performed at each of | builder warranty.

showing that it has the phases idennfied

performed at least 3 in Section 12.9(B}:

construction phase OR

inspections. as

identified in Section

12.9(B), and an

acceptable 1 vear

builder warranty: OR

3. Evidence of The final inspection. | Builder may certify A qualified.

Thermal or certificate of confirmation with the | registered architect
Standards occupancy ssued by | IECC standards: OR | or a qualified.

a local junisdiction:
OR

registered engmeer
may certify
confirmation with
IECC standards.
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The applicant is purchasing a property that was originally a
manufactured home but was put on a foundation and
completely bricked around. Is this still considered a
manufactured home?

1 Yes

2 No

3 I'm not sure

USDA Rural Development
U5 DEPARTM
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Trivia Time

ANSWER: Yes

* A manufactured home is built in a
factory or warehouse in accordance
with building codes set forth by HUD.

* Regardless what improvements are
made to the home, it will always be a
manufactured home and will need to
be considered as such.




Join: vevox.app ID: XXX-XXX-XXX [Fze]55e) 2\

If the appraisal states the subject property will meet HUD
Handbook 4000.1 minimum property standards upon
completion of required repairs, is this acceptable?

1 Yes
2 No

3 I'm not sure

USDA Rural Development
U5 DEPARTM
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Trivia Time

ANSWER: Yes

* However the lender will need to obtain
certification from the appraiser that the repairs
were completed, and all requirements or
conditions of the original appraisal report have
been satisfied.




Join: vevox.app ID: XXX-XXX-XXX [Fze]55e) 2\

Is an appraisal with the following statement acceptable: “The
subject property appears to meet HUD Handbook 4000.1
minimum property requirements”?

1 Yes
2 No

3 I'm not sure

USDA Rural Development
U5 DEPARTMEMT OF AGRICLILTLIR
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Trivia Time

ANSWER: No

* Chapter 12, Section 12.9 states the property
“must be inspected to determine the dwelling
meets the current minimum property
requirements of the Single Family Housing
Policy Handbook (SF Handbook; HUD
Handbook 4000.1).”

* Thus, the certification obtained must indicate
that the property does or does not meet
these guidelines.

* Using the term “appears” does not provide a
definitive certification.




Join: vevox.app ID: XXX-XXX-XXX [Fze]55e) 2\

Does the appraiser need to specifically reference HUD
Handbook 4000.1, or can they state “the subject property
meets HUD Handbook requirements”?

1 Must specifically state "HUD Handbook 4000.1"
2 Just HUD Handbook is sufficient

3 I'm not sure

USDA Rural Development
U5 DEPARTMEMT OF AGRICLILTLIR
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Trivia Time

ANSWER: HUD Handbook 4000.1
should be specifically referenced.




Join: vevox.app ID: XXX-XXX-XXX [Fze]55e) 2\

When the local municipality does not have a building inspector,
who can complete the final inspection on a new dwelling?

1 It's not required if they don't have a building inspector
2 The lender must find a qualified alternate

3 I'm not sure

USDA Rural Development
U5 DEPARTM
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Trivia Time

ANSWER: It is the approved lender’s
responsibility to find an alternate, qualified
inspector when the local jurisdiction does
not perform construction inspections.




Join: vevox.app ID: XXX-XXX-XXX [Fze]55e) 2\

The subject property has an advertising billboard located on it
where the owner of the property receives $500 per year for
allowing the billboard on the property. Is this acceptable?

1 Yes
2 No

3 Maybe

USDA Rural Development
U5 DEPARTMEMT OF AGRICLILTLIR

=
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Trivia Time

ANSWER: Maybe

* The presence of the billboard would not automatically
render the property ineligible.

* The billboard would need to be addressed in the
appraisal and considered in the marketability and value
of the property.

* The lender would need to determine if any zoning
restrictions would apply, and any rental income
anticipated would need to be included in annual
income.

* All other applicant and property requirements would
still apply.



Join: vevox.app ID: XXX-XXX-XXX [Fze]55e) 2\

When a title commitment reflects an exception for an oil and
gas lease, the property is ineligible for USDA?

1 Yes
2 No

3 I'm not sure

USDA Rural Development
U5 DEPARTM
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Trivia Time

ANSWER: No

* For purchase transactions, Rural Development does
not prohibit mineral, oil, or gas leases.

* The lender must determine the primary reason for
the purchase is a residential residence.

* Any income earned from these leases must be
included in annual income, the lender must confirm
the dwelling and site will not be adversely affected,
and the property must have adequate homeowners'
insurance coverage.




Lender Resources



Presenter Notes
Presentation Notes
We have several resources available to help you navigate our program


USDA GRH Updates

r Training Schedul Lender List

Training Schedule About RD

State Offices Lender LiSt

Due to the overwhelming response of our virtual live training events this past year, we will now be offering
Programs & Services Select State

monthly virtual live training events. These trainings are free and everyone is welcome to attend. Registration

will open approximately 30 days prior to the event. Contact the Lender & Partner Activities Branch with any

questions. Newsroom -- Select --

These trainings will be held at 2pm EST on the dates listed below:

* December 14, 2023: Hot Topics | Register Herex
January 10, 2024: Single Close Construction and Rehab Repair loans
January 18, 2024: Income
February 13-15, 2024: In Person training - Location TED
March 6, 2024: Program Overview 101
March 14, 2024: Credit
April 9-11,2024: In Person Training - Location TBD
May 8, 2024: GUS
May 16, 2024: Manufactured Housing
June 11, 2024: Lender Awards
June 13, 2024: Appraisals & Property
July 10, 2024: Tribal Lending
July 18, 2024: Assets
August T, 2024: Ratios

September 12, 2024: Hot Topics

Acronyms

Directives

Disaster Assistance
Environmental Studies
Forms

Publications

Publications for Cooperatives
Regulations and Guidance
Rural Data Gateway

LINC Training Library

Lender List

Resources 1st National City Mortgage

https://222.i3lending.coms

Ace Mortgage
https://www.acemortgagela.coms

Advance Mortgage And Investment CO

Alcova Mortgage
https://www.alcova.coms

Allsource Mortgage INC
https://www.allsourcedu.com/Homes

American Financial Network, INC
http://www.afncorp.com/o

American Home Lending USA LLC

https://www.americanhomelendingusa.coma

Amerifirst Financial Corporation
https://www.uhm.com/o

Academy Mortgage Corporation
https://www.academymortgage.coms

Acopia, LLC
https://www.acopiahomeloans.comd

Alabama Home Mortgage Loans INC

https://www.myalabamahomemortgage.coms

Allied Mortgage Group, INC.
https://www.alliedmg.coma

American Bank of Oklahoma
https://www.americanbankok.coma

American Financial Resources, INC.
https://www.afrcorp.com/=

American Mortgage Service Company
https://www.americanmortgage.comd

Amerifirst Financial, INC.
https://amerifirstloan.com/o
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Presentation Notes
I would like to point out some recent updates to our website.  We have added a training schedule for the upcoming year on the LINC training page. You can view which training events are coming up and also register for them when they become available.  We have also added a list of our approved lenders, which is located under the resources tab. If you are not listed our lender list and would like to be, please reach out to me or the LPA email inbox and we will be sure to get you added. 


Reminder: Use the most updated forms

| LINC Training Library

N New**
Guaranteed Underwriting System

(GUS) * Department of Hawaiian Home Lands MOU

Lender Approval
o Documents & Resources
Lender Training

1. 3555 Handbook (PDF)

Loan Closin
& 2. 3555 Regulation - 7 CFR 3555 (PDF)

Loan Originati it
oan Urigination 3. FAQ Loan Origination (PDF)

Loan Servicing 4. Form RD 3555-21 Request for Loan Guarantee (PDF)

GUS Lender Test Environment 5. GRH Loan Checklist -- Attachment 15-A (PDF)

6. Manual Submission Job Aid (PDF)

7. GRH Income Worksheet -- Attachment 9-B {PDF)

8. Guaranteed and Annual Fee Calculation Guidance (PDF) Calculator (Excel)

9. Income Matrix (PDF)

LINC Library:

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



Presenter Notes
Presentation Notes
There have been a lot of changes recently. To ensure that you are using the most current version of any form that you may need, please always pull them from the LINC Training and Resource Library page or they can be pulled from GUS. Using the incorrect version can result in delays to your file.

 

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

Loan Status — Turn Time Available Online

v’ Updated turn time

information is T ® english | -

s c I Programs & Services v o CoviD-19
prOVIdEd da I Iy All Propraris An important notice for servicers with loans insured or guaranteed by the Rural Housing Service CARES Act
v’ Loans are reviewed in|| e
Business Programs o

the order they are
re ce ive d Electric Programs

Forbearance Fact Sheet for Mortgagees and Servicers

Loan Status

We are currently reviewing new loan applications and conditions received on or before 01-24-24.

Subscribe to Notifications

Energy Programs .. . ; : - .
Critical program information such as policy updates, funding status, and automation changes are sent by

Inflation Reduction Act Programs email through GovDelivery Sign Up to Receive Critical Updatese

https://www.rd.usda.gov/page/sfh-guaranteed-lender



Presenter Notes
Presentation Notes
This is our Guaranteed lender page. Here you can find out about turn times on files

A common misconception is that this is a slow process when actually we try to keep our turn times at 48 hours, or less.  Anyone, including realtors, can go on the SFH Guaranteed Lender webpage and see what day we are working on!

I do want to mention that we are in the process of merging all of the content on the lender page over to the LINC Library and Resource page. It will auto redirect to the correct page you if you happen to have this link saved once that change is made.

 

https://www.rd.usda.gov/page/sfh-guaranteed-lender

USDA LINC Training & Resource Library
https://www.rd.usda.qgov/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 resources, and more

Sign up for GovDelivery notifications



Presenter Notes
Presentation Notes
Here is our LINC training and resource library page.

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

Link to receive Emailed Updates

USDA Rural Development

Critical Alerts & u
Updates
Ty Together, America Prospers

BEPARTMENT OF AGRICULTUSE

Email Updates
Stay Up-to-Date G P
To sign up for updates or to access your subscriber preferences, please enter your contact

information below.

Subscription e [
P TP Email !V

Email Address -

a'am's
Sign Up Today! D Submit | Cancel



Presenter Notes
Presentation Notes
 This page shows how to sign up for GovDelivery! After you sign up, you will be sent notices that will keep you informed on any program changes, trainings, newsletters, and important information regarding USDA Rural Development. If you have not signed up yet, I encourage you to do so -so you don’t miss any important information. The link to sign up can be found at the top of this slide or at the bottom of the LINC Library homepage. 

https://public.govdelivery.com/accounts/USDARD/subscriber/new?qsp=USDARD_25

FAQS

FAQ
. FAQs
Freque“tly Asked Questions https://www.rd.usda.gov/media/file/download/
rd-sfh-fagloanorigination.pdf

Appraisal and Property Requirements

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 | a r k I t !
responsibility 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.

:ZEEEE;:FTEE:E;:;‘:;:FE-W are significant concerns with an appraisal. Can U Se Ct r | - F to fl n d a n Swe rS q u I C k | y !

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
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Presentation Notes
Our PAC team puts this document together and they update it often. It has a lot of really great and relevant questions to provide clarity on certain topics. 

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

HB-1-3555

HB-1-3555
https://www.rd.usda.qov/resources/directives/
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

Chapter 5

Chapter & Loan Purposes

Chapter 7 Loan Terms anc

Chapter B

Chapter 8

Chapter 10

Chapter 11 515 . . l
Use Ctrl-F to find answers quickly!
:::hapter‘ls Sp WS

Chapter 14

Chapter 15



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

Rural Development Single Family Housing Guaranteed Loan Program (SFHGLP)

ARTMENT OF A
Contacts and Resources

File-Specific Questions
Information to include in email: Production Team One: SFHGLPONE@usda_gov
= Identify the state the application is located; if AK, AL, AZ, CA, CO, GU, HI, IA, ID, KS, MT, NM, NV, OR,
applicable; 50, TX, UT, WA, WI, WP, WY
Provide applicant’s name and USDA borrower | Produc
1T, if applicable; AR, K
GUS loan number, if applicable ;
Include centact information; and . VT, WV
Indicate if you would like a call back -
(otherwise you will receive an email reply) FL, IN, OH, PA, PR, TN, VA_VI
File-Specific Questions by phone: *£33-314-0168, ext. 2
Lender Self-Report i

General Loan Scenario Questions
Loan Policy/Regulation/Handbook

5553140168, e 1
Lender Approval/Rece ation ;

Technical Issues: GUS

314-0168, ext. 4

Technical Issues: e-Authentication

Monthly and Quarterly Status Reporting
GUS User Agreements

Adding/Removing Security Administrator [SFH
Guaranteed Loan Program Automated Systems)
*Phone System Availa :

Regulation and Handbook: http

Lender Webpage: Turn times, contact information, and helpful links:
lender

USDA LINC: Training modules, user guides, and more useful resources:
da-linc-training-resource-library

ifications regarding origination, servicing, and GUS updates:
SDARDY: criber/new

Revised 11.01.2023

We're here to help.

https://www.rd.usda.gov/media/file/download/
sfhglpcontactlist.pdf

Have a question on POLICY?
Contact the PAC team!

Need TRAINING?
Contact the LPA team/!

Have a question on a SPECIFIC FILE?
Contact the OPD!
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Presentation Notes
The Lender and Partner Activities branch, as well as the rest of the guaranteed team, is here for YOU! Your success is our goal. There are so many great trainings and documents in the LINC Library, which can assist you with everything from gaining access to GUS, to submit an application, to loan servicing. Additionally, if there are specific topics that you feel your organization could benefit from and are not covered in the LINC Library, please contact the LPA team by email with your training request and questions. 
For a file-specific question or for questions for a file that has already been submitted to the agency for Conditional Commitment, contact the appropriate production team based on the State where the property is located.
For general scenario or policy and regulation questions, please contact the Policy, Analysis, and Communications Branch.
You may also call the Customer Access Lender Line at our toll-free number, which is available Monday through Friday from 9 am-3:30 PM Eastern time. This line is available to provide turn time updates, as well as access to specialists and analysts who are available to answer your questions on specific files, lender recertifications and approvals, policies and scenarios, and GUS technical questions.  
We are here to help and support you in anyway we can.  


https://www.rd.usda.gov/media/file/download

USDA is an equal

opportunity
provider,
employer and
lender.
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