§1980.354

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.
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§§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
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

requirements
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