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April 4, 2003

SUBJECT: Wisconsin Rural Development Guaranteed Rural Housing (GRH) Update
TO: Approved GRH Lenders and Originators
Following is important information regarding the funding status and program delivery of Wisconsin’s

GRH loan program. Please distribute this information to all of your branch offices, correspondent banks,
or mortgage originators that originate GRH loans in Wisconsin.

GRH FISCAL YEAR 2003 FUNDING STATUS

The President approved the Fiscal Year 2003 budget in March, which included approximately $2.8 billion
for the GRH loan program. An important component of the Fiscal Year 2003 budget was a “No Years”
funding resolution for the GRH loan program. This essentially provides for the continuous availability of
GRH funding as the government transitions from one fiscal year to the next. Wisconsin’s year to date
usage of GRH funds is up approximately 58% compared to last year at this time. Less than 20% of this
year’s GRH loans are refinance transactions. Lenders should contact with their GRH borrowers to see if
they qualify for refinancing at today’s low rates. Thanks for your tremendous support!

NEW INCOME LIMITS

Effective March 28" the income limits for the GRH loan program were updated. The attachment shows
the new income limits based on household size and county. The changes, compared to last year, ranged
from no increase (15 counties) to an increase of 5.2% (Kenosha County). The “all other” category that
encompasses most counties saw an increase of 2.7%. No counties had their income limits decreased.

NEW GRH HANDBOOK CD

We have just completed the April 2003 version of the Wisconsin Rural Development GRH Loan
Origination and Servicing Handbook cd. It is anticipated that the GRH Handbook cd will be available on
our website www.rurdev.usda.gov/wi sometime during the next month. Lenders should request a copy of
the April 2003 version of the GRH Handbook cd from their Local Offices or from the State Office. The
April 2003 version changes include:

e High definition digital maps for all counties with ineligible areas. In some cases, the boundaries were
changed so that previously ineligible areas are now eligible for Rural Development assistance.
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e Increased GRH income limits (effective March 28, 2003) are included on the cd.

e Numerous minor changes to the Originator’s Handbook were made to incorporate Administrative
Notices (ANs) and forms issued or revised since August 2002.

All documents on the cd are in a .pdf format. The cd contains Adobe Acrobat version 5.05, which can be
installed on your computer, if needed. This may be a higher version of Adobe Acrobat than you are
currently running. The cd should perform adequately using a lower version of Adobe Acrobat, however,
you may not be able to view the digital maps with lower versions of Adobe Acrobat.

Please call Julie Czappa at (715) 345-7620, ext. 119 if you need additional copies of Wisconsin’s GRH
Loan Origination and Servicing Handbook cd for your staff. If you become aware of automation
concerns such as pc compatibility, virus issues, or installation issues, etc., please contact our Information
Technology (IT) Help Desk at (715) 345-7620, ext. 106. Any questions relating to the content of the cd
or navigation issues should be directed to Paul Bartlett at (715) 345-7620, ext. 114.

GRH SITE ACCEPTABILITY CRITERIA

Our past policy on acceptable site size for the GRH program has been 20 acres or less, provided the site
was non-income producing and valued under 30% of the property’s total value. Our past policy on the
number of non-income producing outbuildings allowed was limited to two additional structures in
addition to the house and garage.

Effective immediately, non-income producing sites can be accepted regardless of size provided the
contributory value of the site does not exceed 30% of the property’s total value. Urban sites (i.e.
residential zoning, public utilities, platted subdivision, etc.) with values exceeding 30% of the total value
may be acceptable if determined to be typical for the area by the appraiser. Rural sites with values
exceeding the 30% of the total value may be acceptable if the lender obtains documentation from the local
zoning office that the site cannot be further subdivided for residential purposes based on it’s current
zoning. For properties with outbuildings (besides the house and garage), the combined contributory value
of the site and outbuildings cannot exceed 30%. The appraiser must document the contributory value of
the site and outbuildings in the appraisal.

PAYMENT OF APPLICANT COLLECTION ACCOUNTS

The policy described in the attached RD AN 3834, Treatment of Applicant Collection Accounts for SFH
Guaranteed Loan Program, is significantly different than what we have utilized in the past. Our National
Office has advised us that these changes were made so that the GRH program is consistent with the
underwriting practices of the mortgage industry. This type of consistency between states (and Local
Offices) is needed so that when the automated underwriting system (AUS) is implemented, all Rural
Development loan approval officials accept the AUS findings and recommendations.

RD AN 3834 requires the lender’s underwriter to determine which, if any, collection accounts must be
paid. When collection accounts are not required to be paid, the underwriter must determine the
creditworthiness of the applicant and document the applicant’s mitigating circumstances on the
underwriting transmittal (FNMA Form 1008 or equivalent). This documentation is in addition to a credit
waiver, ratio waiver, payment shock analysis, etc. Our National Office has further advised that the unpaid
collection accounts do not have to be included in the total debt ratio calculation unless the lender’s
underwriter requires this.
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RD AN 3834 does not specify any dollar amount of collection accounts outstanding that would represent
an unacceptable level of risk. The lender’s underwriters are responsible for underwriting GRH loans
within the scope of their investor’s and RD’s guidelines which includes the determination of acceptable
layered risk based on the applicants’ overall credit profile._Underwriters should follow their investor’s
(i.e. FNMA, FHLMC, GNMA, etc.) criteria on this issue when underwriting GRH loans. Conventional
lenders should apply similar underwriting criteria to their GRH loans to ensure that they perform as well
as their conventional loans.

UNDERWRITING ANs REISSUED

Attached are four underwriting ANs that were recently reissued to summarize the GRH program’s
documentation requirements in the areas of existing dwelling inspections, credit history verification,
determining repayment income for self employed applicants, and the eligibility of non-U.S. citizens for
GRH assistance.

RD ANs 3829, 3831, 3833, and 3835 substantially restate the underwriting guidance given to lenders
through RD ANs 3717, 3694, 3727, and 3712 that have previously expired. The following additional
information is provided regarding RD AN 3829 to clarify the lender documentation requirements for
GRH loans in Wisconsin.

e We recommend the use of the “Inspection Report for Purchase of Existing Homes” (Rev. 01-01-02)
or Form HUD-92564-VC (VC Form) completed by a FHA appraiser to satisfy the inspection
requirements for an existing dwelling. Lenders who submit Form HUD-92564-VC (VC Form) must
also submit documentation that the property meets the thermal standards for Wisconsin. For
properties with private wells or septic systems, the lender must obtain inspections from a qualified
(properly licensed) individual to determine adequacy and compliance with State codes.

If you have any questions regarding this memo, call (715) 345-7620 for Paul Bartlett at ext. 114 or Sue
Kohnen at ext. 115.

/s/

PETER G. KOHNEN
Rural Housing Program Director

PGK: pjb

Attachments:
Income Limits (03-28-03)
RD AN 3829
RD AN 3831
RD AN 3833
RD AN 3834
RD AN 3835



