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To be sent via e-mail

June 19, 2003

TO: 
MFH Loan Officers


USDA Rural Development, California

SUBJECT:
Credit Reports for Underwriting
Multi-Family Housing (MFH) Programs

I have been asked for guidance on when and how to order credit reports for MFH loan making & servicing.  

The relevant instruction is RD Instruction 1910-C.  USDA Rural Development’s National Office has a contract with Dun & Bradstreet to obtain credit reports for MFH purposes.  The credit report fee is a nonrefundable $40 – see §1910.106(b) – and a credit report is requested by completing Exhibit A to RD Instruction 1910-C.  The request should be directed to Janette Loper, who is California’s state coordinator for credit reports.  

In practice, credit reports are rarely needed for MFH loan making, as explained below.

For initial MFH loans & transfers/assumptions:

1. If the applicant is an established housing nonprofit that USDA has an existing relationship with, a credit report is unlikely to provide any meaningful new information.  Per §1910.108(a)(1), a credit report is only needed if the nonprofit has had financial or management problems.   

2. If the applicant is a new nonprofit, a credit report is not required per §1910.108(b)(1)

3. If the applicant is a public body, a credit report is not required per §1910.108(b)(2)

4. If the applicant is a newly-formed entity (which is commonly the case with MFH’s single-asset entity applicants), a credit report on the new entity itself is not required per §§1910.108(a)(2) & (b)(1), since the entity will not have any established record of activities.  It may be worthwhile to obtain a credit report on the principal member of the entity (e.g., the managing general partner).  However, again, if USDA has an existing relationship with this member, a credit report is unlikely to provide any meaningful new information.  Loan officers should therefore use their judgment in deciding whether or not to obtain a credit report.  

For subsequent MFH loans & other servicing actions:

In most cases, it will not be necessary to order a credit report.  Since USDA has an existing relationship with the borrower, a credit report is unlikely to provide any meaningful new information.  Per §§1910.108(a)(1), (2), & (5), a credit report is only needed if the borrower has had financial or management problems.

If you find you need to order an credit report on an individual for a MFH loan, this can be done under RD Instruction 1910-B, outside of the UNIFI system.  There is a manual form that must be prepared and faxed to the current USDA Rural Development contractor.  (Credit Bureau Reports is the current contractor for California.)  Janette Loper can provide this form to you when needed.

Please feel free to contact the MFH Section if you have any questions.

JEFFREY D. DEISS

Multi-Family Housing Program Director
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