            Revision  -  May 2004          

RURAL DEVELOPMENT - MICHIGAN

GUARANTEED RURAL HOUSING (GRH)

LENDER PROGRAM GUIDE
· Provide modest housing for moderate income families in rural areas

· Increase involvement of the local community in meeting their own credit needs

· Provide more financing options and choices for applicants

· Reduce the direct cost to the federal government and use of government forms

MAJOR ADVANTAGES TO LENDERS

· 100 percent loan to appraised value capability

· Little or no credit history is not a problem

· No self imposed loan limits; appraisal and repayment ability set limits.

· Loans qualify for the Community Reinvestment Act

· Loans can be purchased by Fannie Mae, Ginnie Mae or Freddie Mac

· 100% of the loan may be sold

· Quick Rural Development turn around time, two days or less

· For an application with a Purchase Agreement, lender may use early “Reservation of Funds”

· No monthly PMI payments, only a one time Guarantee fee of 1.75%

· Use state and local construction codes for new construction

· Lender may choose to use any state licensed appraiser

· Not restricted to first time home buyers

· No imposed fee structure on lender for processing, etc.

· Short and easy lender approval process

· Program training available for any interested lender, builder, appraiser or real estate broker 

----------------------------------------------------------------------

For further information go to www.rurdev.usda.gov/mi or contact : 

USDA - Rural Development
USDA - Rural Development


Guaranteed Loan Center
Guaranteed Loan Center

3469 E. Grand River Ave
1501 Cass St., Suite A

Howell, MI  48843
Traverse City, MI  49684

Kevin D. Smith, Manager
Shelly Malik, Manager

Toll Free: 888-771-6993
Toll Free: 800-944-8119
Local: 517-548-1550 x6
Local: 231-941-0951 x6
FAX: 517-548-0533
FAX: 231-929-7890

Rural Development is an Equal Opportunity lender and employer.

To file a complaint of discrimination, write: USDA Director, Office of

Civil Rights, Room 326-W, Whitten Building, 14th and Independence Ave. S.W., 

Washington, DC 20250-9410 or call (202) 720-5694 (voice or TDD)
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GRH LENDER PROGRAM GUIDE
LOAN PURPOSES

Loans may be made for the following housing acquisition purposes

- New dwellings: manufactured, stick built, modular or condominiums

- Existing dwellings: stick built, modular or condominiums

  (Existing Manufactured Housing units are not eligible unless currently RD financed)

Most processing fees, closing costs and repairs are eligible to be financed (check with investor)

Refinancing of existing Rural Development GRH loans and Direct 502 loans 

RATES, TERMS AND CONDITIONS
Maximum Loan Amounts

- Loans for purchases may be made for up to 100% of market value or sales price or development  

  cost for new construction, plus repairs and fees, which ever is less. (Check with investor for restrictions)  

- Loans for refinances can include unpaid debt (P&I), reasonable fees and costs and the .5%
  Guarantee Fee.  “Cash out” is not allowed for any purpose.  For refinances, the total loan can exceed 
  the market value, if needed, for the purpose of financing the Guarantee Fee.

Rates and Terms

- The interest rate will be a fixed rate for a 30 year equal amortized term

- The interest rate must not exceed the current “Fannie Mae, 30 year conventional, 

    90 day delivery, (actual/actual) rate” plus .6% or the lender’s published VA rate

   This rate can be found at:    

   http://www.efanniemae.com/syndicated/documents/mbs/apeprices/public/30fraac.html

- Principal and interest shall be due and payable monthly

Fees

- The Lender will pay a one time Guarantee Fee of 1.75% of the loan for   

   purchases or .5% for refinances

- This fee may be passed on to the borrower and financed if the appraised value allows

- The lender may charge fees the same as those they charge on similar type loans

Guaranteed Rural Housing loans may be sold to the following:

- FANNIE MAE, GINNIE MAE OR FREDDIE MAC

- Michigan State Housing Development Authority (MSHDA)

- Another Rural Development Approved Lender

- Sales will be executed by a “GRH LENDER RECORD CHANGE” Form 1980-11
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GRH LENDER PROGRAM GUIDE
PROPERTY REQUIREMENTS
We are restricted from loaning in “Urban” areas.  Ineligible areas are described on maps available from the Rural Development site www.rurdev.usda.gov/mi, then go to the “Rural Housing Service” link, at that time you can load the maps per county

For existing dwellings, the lender may use the “Existing Home Certificate” for the property inspection requirements, see page 6 and 7 of this guide.  Lender may choose inspector of choice.  The dwelling must conform to Rural Development insulation and thermal requirements

New construction must meet state and local codes. (Housing that is less than one year old and/or has never been occupied is considered as new construction.)

Private well and septic systems must be inspected.  The inspector is to be selected by the lender.  In addition to the water test the inspector should comment on the working condition of the well and the adequacy of the water volume/pressure.  In regards to the septic system the inspector should evaluate the septic tank as well as locating and inspecting the drainfield.

The dwelling should provide sound and adequate housing for the life of the loan.  The appraisal needs to state at least 30 years of estimated remaining economic life

Existing dwellings in the 100 year flood zone (Zone A) are required to have proper flood hazard insurance.  New construction in flood Zone A will not be allowed under any circumstances.

Single family housing units only

No in ground swimming pools are allowed

No site size limits. However, site value cannot exceed 30% of total appraised value unless value is typical for the area, as indicated by the appraisal, and the site cannot be subdivided into two or more sites.

Condominium projects must meet approval standards of HUD, VA, Fannie Mae or Freddie Mac 
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GRH LENDER PROGRAM GUIDE
APPLICANT ELIGIBILITY

INCOME CRITERIA

The applicants  “Eligibility Income” may not exceed the moderate income level listed in the Rural Development instruction

Annual eligibility income includes all income received by the applicant, co-applicant and all other adult members of the household. 

Income calculations should be based on a projection of the next twelve months if possible

The following items are subtracted from eligibility income to calculate “Adjusted Income”

   -  $480 per each minor child or full time student age 18 or older

-  $480 per household member, who is not the applicant or co-applicant, who is disabled 

   -  $400 per family for an elderly or disabled applicant

   -  For elderly families, medical expenses that exceed 3% of gross annual income

   -  Certain child care expenses for children 12 years and under

“Qualifying Income” is used to determine ratios.  This income is that which comes from the applicant and co-applicant only.  Could be significantly different than eligibility income

PITI (Principal, Interest, Taxes and Insurance) cannot exceed 29% of qualifying income without compensating factors (current housing cost equal or exceeds proposed PITI) 

Total Debt Ratio cannot exceed 41%

   - Total Debt Ratio consist of PITI plus long term debt with more than six months remaining

The “Mortgage Credit Certificates” (MCC) may be used to improve repayment ability.

Non taxable income may be grossed up by the applicable federal tax rate, 115% is the standard rate

Income verification  

- Non self employed applicants,  written VOE (Fannie Mae form 1005 or equivalent) and copy of most 

  recent paycheck stub or paycheck stubs for the most recent 30 days and W-2s for the previous two tax 

  years and a telephone verification with applicant’s current employer

- Self employed applicants need to submit two years of complete Federal income tax returns, a current 
  profit and loss statement and a current balance statement.  Income analysis is required,  Fannie Mae    

  forms 1084 and 1088 are  recommended for this analysis.  See  RD AN No. 3727 (1980-D) for further   

 details.

Ratio Waivers – The lender may request in writing, a waiver to the 29% and 41%.  To receive a ratio waiver the following criteria will be evaluated:

1. The credit score(s) of the applicant(s) must be 660 or higher.

2. Payment shock created by the purchase and past ability to accumulate savings.

3. The applicant’s income stability and potential for future increased income.
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GRH LENDER PROGRAM GUIDE
CREDIT HISTORY

Residential Mortgage Credit Reports are preferred and recommended.   Merged reports are acceptable

if no discrepancies exist.

The applicant must have a good credit history, some compensating factors are allowed

Applicants with credit scores of 660 or higher do not need to provide compensating factors unless 

issue deals with a delinquent federal debt or a previous Rural Development loan.

Applicant(s) must not be currently delinquent on any debts owed to the Federal Government 

CAIVRS must be checked and documented on the application 

OTHER ELIGIBILITY ISSUES

The applicant cannot own adequate housing in the local commuting area

Assets in excess of $5,000.00, not utilized in transaction, are subject to an interest earnings calculation, which is added to the annual income for eligibility income limit purpose. 

Applicant(s) must be a citizen of the United States or be admitted for permanent residency

The applicant must have the potential ability to occupy the house as their primary residence

online access for forms and regulations

Go to www.rurdev.usda.gov,  click on “Regulations” then click on  “Forms” for the form directory

Or click on “USDA eForms” which are Omniform, fillable forms

Loan Guarantee Limits

The Guarantee covers 100% of the first 35% of the original loan amount.  The remaining 65% of the     loan is shared by Rural Development at 85% and the lender at 15%.  Maximum loss covered is 90%  of the original loan amount

LOSS PAYMENT PROCESSING
If the property is obtained by the lender at the liquidation, the lender has six months to market and sell the property, after acquisition.  The loss will be based on actual sale price and allowable cost.

If after the six months the property is not sold, an appraisal will be completed and the loss will be based off the appraised value and cost to be calculated as a percentage of the appraised value.  The  lender may also elect this method at the time of acquisition.
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Rural Development - Michigan

Guaranteed Single Family Housing

Existing Home Certificate
ALL EXISTING SINGLE FAMILY HOMES FINANCED BY RURAL DEVELOPMENT MUST MEET THE HOUSING QUALITY STANDARDS OUTLINED BELOW.

Ceilings and Interior Walls - In good condition, without large holes or cracks that allow drafts, and without severe bulging, or loose or falling surface material such as plaster.

Floors - In good condition, without large holes or cracks, missing or warped floorboards, or covering which could cause someone to trip.

Electrical - Livingroom:  At least two electrical outlets or one outlet and one permanent overhead light fixture.  Kitchen:  At least two outlets and one permanent light fixture.  Bath:  At least one permanent overhead or wall light fixture.  Broken or frayed wiring, light fixtures hanging from wires without other firm support, missing cover plates on switches or outlets and badly cracked outlets are unacceptable.

Light/Windows - At least one window in living room and every room used for sleeping.  Other rooms without windows must have an electrical outlet or light fixture.  Windows which have broken or missing panes, windows which do not shut or which allow excessive air infiltration are unacceptable.

Security - All windows and doors which are accessible from the outside must have operable locks.

Interior Paint - No severe peeling or chipped paint.

Kitchen - In addition to the standards outlined above, kitchen must have space for food storage, a food preparation and a food serving area, range with operable oven (buyer can supply), a sink with hot and cold running water, and an operable refrigerator (buyer can supply).

Bathroom - In addition to the standards outlined above, the bathroom must have a window which opens or a working exhaust vent, a flush toilet, a tub or shower with hot and cold running water and a sink with hot and cold running water.

Mechanical systems -

-A plumbing system which is connected to a public sewer or an approved private sewage disposal 

 system.

-Windows which open (must have screens), or some working ventilation or cooling equipment  

 which provides air circulation during warm months

-Pipes which are in good condition with no leaks and no rust which causes water to be discolored.

-Safe and adequate heating equipment so that the unit will be warm during cold months.  (Space 

 heaters which are not vented to a chimney are not accepted).

Exterior -

-A roof in good condition which does not leak, with gutters and downspouts, if present , in good condition and securely attached to the building.

-A structurally sound foundation.

-Exterior walls which are in good condition and weather tight.

-Secure handrails on any extended length of stairs (e.g. generally more than four risers) and on any porches, balconies, or decks which are more than 30 inches above the ground.

-Chimneys with no serious leaning or defects (such as cracks or missing bricks).

-No severe cracking, peeling or chipping paint.
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Health and Safety -

-At least two exits from the building in case of a fire.  If the unit is on the first or second floor, one exit requirement can be met by a window that opens.

-An entrance from the outside or from a public half, so that it is not necessary to go through another dwelling.

-No piles of trash or garbage inside or outside the unit, or in common areas such as hallways.

-No dangerous places, spaces, or things in the neighborhood such as:  nearby buildings that are falling down, unprotected cliffs or quarries, fire hazards, and evidence of flooding.

-Interior stairway must be safely lighted.

-Interior stairs with railings, and common hallways must be safe and in good condition.

-No serious air pollution, such as exhaust fumes or sewer gas.

-No sign of vermin.  Pest control is required if necessary.

Energy Requirements -

-R-13 insulation at basement rim joist, or beneath the floor over an unheated crawl space.  Basement insulation may not be economically feasible.  Use the actual heating costs of the subject without basement insulation as compared to a similar unit with basement insulation.  If the subject does not exceed the cost of the insulated unit by a significant difference, this can be used as the economic justification for not requiring the basement to be insulated.  This determination should be documented.

-Ceilings should be brought up to R-38 unless there is not sufficient open space to do so.

-Wall insulation is not economically feasible to require unless the wall cavity will be opened up.  If the wall cavity will be opened up for other reasons, the insulation should be brought as near to R-19 as practical.

-R-4 insulation of heating and cooling ducts or pipes in unheated crawl spaces.

-Double glazed windows, or units with storms, used at all windows.

-Weatherstripping or caulking of all exterior doors and windows.

-Replacement of all cracked and broken window panes.

I am familiar with the above listed standards as they relate to the subject property.  I have attached a list of any deficiencies.

Property Address:

_________________________________________
______________________________________


Signature of Inspector                     Date

_________________________________________


Address and Telephone # of Inspector


______________________________________


______________________________________


______________________________________

List deficiencies below or attach a list

________________________________________________________________________________________

________________________________________________________________________________________

________________________________________________________________________________________

________________________________________________________________________________________
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