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household member the applicant/bor-
rower anticipates incurring over the 
ensuing 12 months and which are not 
covered by insurance (e.g., dental ex-
penses, prescription medicines, medical 
insurance premiums, eyeglasses, hear-
ing aids and batteries, home nursing 
care, monthly payments on accumu-
lated major medical bills, and full-time 
nursing or institutional care which 
cannot be provided in the home for a 
member of the household); and 

(2) Reasonable attendant care and 
auxiliary apparatus expenses for each 
disabled member of any household to 
the extent necessary to enable any 
member of such household (including 
such disabled member) to be employed. 

§§ 1980.349–1980.350 [Reserved] 

§ 1980.351 Requests for reservation of 
funds. 

Upon receipt of a viable loan applica-
tion and prior to loan underwriting, 
the Lender may request a reservation 
of loan guarantee funds for the loan ap-
plication. The request should be made 
as follows: 

(a) The Lender must have a complete 
application on file that clearly indi-
cates the borrower has sufficient quali-
fying income and an adequate credit 
history. 

(b) The reservation shall be valid for 
60 days. The Lender must submit a re-
quest for a loan guarantee on or before 
the expiration date of the reservation. 
Substitutions of borrowers or dwellings 
are not authorized. 

(c) Reservations may be granted only 
when adequate funding authority is 
available. Reservations are subject to 
the availability of funds. Reservations 
will not exceed 90 percent of the funds 
available during that quarter. 

(d) [Reserved] 
(e) All reservations will expire at the 

end of 60 days or no later than the pool-
ing date published in subpart L of part 
1940 whichever occurs first. 

(f) [Reserved] 

§ 1980.352 [Reserved] 

§ 1980.353 Filing and processing appli-
cations. 

(a) Loan priorities. Complete applica-
tions will be considered by RHS in the 
order received from Lenders authorized 

to participate in the program except as 
provided in paragraph (b) of this sec-
tion. 

(b) Preference. Preference is consid-
ered when there is a shortage of funds 
and there is more than one request for 
a conditional commitment or reserva-
tion of funds ready for approval. Appli-
cations for guarantees on loans to 
first-time homebuyers or veterans, 
their spouses, or children of deceased 
servicemen who died during one of the 
periods described in the definition of 
‘‘Veteran’’ in § 1980.302(a) will be given 
preference by RHS. Displaced home-
makers and single parents are first- 
time homebuyers even though they 
previously owned or resided in a dwell-
ing with a spouse. 

(c) Applications. If, upon completion 
of the loan underwriting process of an 
application, the Lender concludes that 
the application can be considered for 
an RHS guarantee, the Lender will pro-
vide written documentation addressing 
each of the loan eligibility require-
ments of this subpart and the basis for 
the conclusion in the applicant’s file. 
The Lender will submit a request for 
the guarantee using a Form FmHA 
1980–21, ‘‘Request for Single Family 
Housing Loan Guarantee.’’ The form 
should contain or be supplemented 
with all of the following information: 

(1) Name, address, telephone number, 
social security number, age, citizen-
ship status of the applicant, and num-
ber of persons in the household. 

(2) Amount of loan request and pro-
posed use of loan funds. 

(3) Name, address, contact person, 
and telephone number of the proposed 
Lender. 

(4) Anticipated loan rates and terms, 
the date and amount of the Fannie Mae 
or VA rate used to determine the inter-
est rate, and the Lender’s certification 
that the proposed rate is in compliance 
with § 1980.320. 

(5) Statement from the Lender that 
it will not make the loan as requested 
by the applicant without the proposed 
guarantee and that the applicant has 
been advised in writing that the appli-
cant is subject to criminal action if he 
or she knowingly and willfully gives 
false information to obtain a federally 
guaranteed loan. 
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(6) If the applicant is not a United 
States citizen, evidence of being le-
gally admitted for permanent residence 
or indefinite parole. 

(7) The applicant’s sex, race, and vet-
eran status and whether applicant is a 
first-time homebuyer. 

(8) An appraisal report including in-
formation about the dwelling location 
with respect to neighborhood and com-
munity services and facilities, business 
and industrial enterprises, and streets 
or roads serving the housing. 

(9) Credit report obtained by the 
Lender. 

(10) An equal opportunity agreement 
supplied by RHS for construction con-
tracts costing more than $10,000. 

(11) Evidence of compliance with the 
Privacy Act of 1974. 

(12) Lender’s loan underwriting (re-
payment ability, creditworthiness, and 
security value). 

(13) A certification from the borrower 
regarding debarment, suspension, ineli-
gibility, and voluntary exclusion from 
Federal programs using a form supplied 
by RHS. 

(14) A statement signed by the bor-
rower acknowledging that the borrower 
understands that RHS approval of the 
guarantee is required and is subject to 
the availability of funds. 

(15) A copy of a valid verification of 
income for each adult member of the 
household. 

(16) A copy of the purchase agree-
ment or bid for construction contract. 

(d) [Reserved] 
(e) Verifying information provided. 

Written documentation from third par-
ties is the preferred method of 
verifying information. Verifications 
must pass directly from the source of 
information to the Lender and shall 
not pass through the hands of a third 
party or applicant. 

(1) Income verification. Employment 
verifications and other income 
verifications obtained in accordance 
with this paragraph are valid for 120 
days (180 days for proposed new con-
struction). Income verifications must 
be valid at the time the conditional 
commitment is issued. 

(i) An RHS approved form or the 
equivalent HUD/FHA/VA or Fannie 
Mae form will be used to verify em-
ployment income of the loan applicant 

except when the applicant is self-em-
ployed. The form will be signed by the 
applicant or borrower or accompanied 
by an authorization for a release of in-
formation form signed by the applicant 
or borrower and sent directly to the 
employer by the Lender. The Lender 
should also obtain copies of the three 
most recent paycheck stubs. The infor-
mation in the employer verification 
should be compared to the information 
in the paycheck stubs for consistency. 

(ii) Income information that cannot 
be obtained by use of this form will be 
obtained in writing from third parties 
to the extent possible. 

(iii) Alimony and/or child support 
payments will be verified by obtaining 
a copy of the divorce decree or other 
legal document indicating the amount 
of the payments. When the applicant 
states that less than the amount 
awarded is received, the Lender will re-
quest documentation from the official 
entity through which payments are re-
ceived or other third party able to pro-
vide the verification when payment is 
not made through an official entity in-
dicating the amounts and dates of pay-
ments to the applicant during the pre-
vious 12 months. 

(iv) When it is not feasible to verify 
income in paragraph (e)(1)(iii) of this 
section through third parties, the 
Lender is authorized to accept an affi-
davit from the applicant stating the ef-
fort made to collect the amount award-
ed and the amounts and dates of pay-
ments received during the previous 12 
months. 

(v) Applicants and borrowers deriving 
their income from a farming or busi-
ness enterprise will provide current 
documentation of the income and ex-
penses of the operation. In addition, 
historic information from the previous 
fiscal year must be presented. 

(vi) Social Security, pension, and dis-
ability income may be verified by ob-
taining a copy of the most recent 
award or benefit letter prepared and 
signed by the authorizing agency. This 
verification will be considered valid 
only for 1 year from the date of the 
award or benefit letter. 

(2) Verification of disability. An RHS 
supplied form will be used to verify dis-
ability in cases where State Review 
Board or Social Security records are 
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not available. Receipt of veteran’s ben-
efits for disability, whether service-ori-
ented or otherwise, does not automati-
cally establish disability. 

(3) Verification of alien status. Aliens 
are required to present acceptable doc-
umentation of their status. 

(4) Verification of credit history and 
current debt. The Lender shall deter-
mine all liabilities of all parties re-
sponsible for repayment of the pro-
posed loan. Credit reporting informa-
tion must pass directly between the 
Lender and the credit reporting agency 
or source. 

(i) Mortgage credit reports shall be 
used to determine creditworthiness un-
less the applicant resides in a remote 
rural area and conclusive or sufficient 
information would not be available. In-
formation relative to judgments, gar-
nishments, foreclosures, and bank-
ruptcies must be obtained when a cred-
it report is not obtained. 

(ii) The credit report must be the 
most recent revision of the Residential 
Mortgage Credit Report form and meet 
the standards prescribed by Fannie 
Mae, Freddie Mac, HUD, VA, or RHS. 

[60 FR 26985, May 22, 1995, as amended at 67 
FR 78329, Dec. 24, 2002] 

§ 1980.354 [Reserved] 

§ 1980.355 Review of requirements. 

Upon the Lender’s review of the con-
ditional commitment, the Lender may 
determine whether to accept the condi-
tions outlined in it. 

(a) Accepting conditions. Immediately 
after reviewing the conditions and re-
quirements in the conditional commit-
ment and the options listed on the 
back of the form, the Lender may pro-
ceed with loan closing. If the condi-
tions cannot be met, the Lender and 
borrower may propose alternate condi-
tions to RHS. 

(b) Canceling commitment. If the Lend-
er indicates in the acceptance or rejec-
tion of conditions that it desires to ob-
tain a loan note guarantee and subse-
quently decides prior to loan closing 
that it no longer wants a loan note 
guarantee, the Lender should imme-
diately advise the RHS approval offi-
cial. 

§§ 1980.356–1980.359 [Reserved] 

§ 1980.360 Conditions precedent to 
issuance of the loan note guarantee. 

(a) Lender certification. The Lender 
must certify to RHS that: 

(1) No major changes have been made 
in the Lender’s loan conditions and re-
quirements since the issuance of the 
conditional commitment, except those 
approved in writing by RHS. In the 
event the interest rate has not been 
fixed at the time the conditional com-
mitment is issued, and the interest 
rate increases between the time of 
issuance of the conditional commit-
ment and loan closing, the Lender 
should note the change when submit-
ting the package to RHS for loan guar-
antee. If either or both of the under-
writing ratios are exceeded as a result 
of the interest rate increase, the Lend-
er should list the compensating factors 
that demonstrate that sufficient repay-
ment ability still exists. 

(2) All planned property acquisition 
has been completed and: 

(i) All development has been com-
pleted; or 

(ii) An escrow account has been es-
tablished in accordance with § 1980.315. 

(3) Required insurance coverage is in 
effect and an escrow account has been 
established for the payment of taxes 
and insurance. 

(4) Truth-in-lending requirements 
have been met. 

(5) All equal employment oppor-
tunity and nondiscrimination require-
ments have been met. 

(6) The loan has been properly closed 
by a party skilled and experienced in 
conducting loan closings and the re-
quired security instruments, including 
any required shared equity instru-
ments, have been obtained and re-
corded in the appropriate office in a 
timely and accurate manner. 

(7) The borrower has a marketable 
(clean and defensible) title to the prop-
erty then owned by the borrower, sub-
ject to the instrument securing the 
loan to be guaranteed, and any other 
exceptions approved in writing by RHS. 

(8) Lien priorities are consistent with 
the requirements of the conditional 
commitment. 

(9) The loan proceeds have been dis-
bursed for purposes and in amounts 
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