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MiMutual Underwriting 

Philosophy 
MiMutual underwrites and purchases all types of residential mortgages.  These programs and products can be 
found in our Product Matrices and on our daily rate sheet.  The Product Matrices will reference specific 
product features and requirements (such as maximum Loan-to-Value ratios and minimum credit score 
requirements, if any).   
 
MiMutual uses Automated Underwriting Systems (AUS).  Generally, underwriters validate to the conditions set 
forth by the AUS.  However, there are circumstances where underwriters will need to add conditions to the 
loan.  These guidelines are meant to serve as a guide for obtaining adequate documentation to enable us to 
satisfy those conditions.   
 
MiMutual underwrites a borrower’s creditworthiness based solely on information that we believe is indicative 
of the applicant’s willingness and ability to pay the debt they would be incurring.  We prudently underwrite to 
Agency standards and guidelines.  Due to a multitude of factors involved in a loan transaction, no set of 
guidelines can contemplate every potential situation.  Therefore, each case is weighed individually on its own 
merits.  MiMutual’s underwriting philosophy is to weigh all risk factors inherent in the loan file, giving 
consideration to the individual transaction, borrower profile, the level of documentation provided and the 
property used to collateralize the debt.  
 
Our commitment to fairness and equal opportunity is clear and unequivocal.  The application of fair and 
consistent underwriting practices is mandated in the underwriting guidelines outlined in this guide.  All loans 
considered for denial will be subject to a second level review prior to a final decision. 
   
As our guidelines and processes are impacted by external market conditions, it will be necessary for us to 
reevaluate the guidelines in this manual from time to time.  Occasionally, revisions will be made.  As 
applicable, corporate written notifications and updates will be provided to you and incorporated into these 
guidelines.  
 
For Agency philosophy regarding determining repayment income for both employed applicants and self-
employed applicants, please see USDA’s Handbook. 
 

Back to Top 
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Program Description 
The Rural Housing Service (RHS) program provides very low-, low- and moderate-income rural residents with 
better access to affordable housing finance options with little or no down payment or out-of-pocket costs. 
 
Borrowers may obtain a loan to purchase a new or existing home that is located in a designated rural area. A 
rural community generally has a population of 10,000 or less; however, a community with a population of 
20,000 or less can be considered “rural” if it is located outside a Metropolitan Statistical Area (MSA). 
 
To be eligible for RHS assistance, borrowers must not qualify for Conventional financing (see Program 
Eligibility for a detailed list of requirements). 
 
In addition to program eligibility and prudent underwriting, MiMutual requires all loans to meet the Ability to 
Repay rules established by the Consumer Financial Protection Bureau (CFPB). The ATR Rule requires that a 
reasonable, good faith determination is made before or when the loan is consummated, and that the 
consumer has a reasonable ability to repay the loan. The eight underwriting factors established by the CFPB 
must be considered, and the loan must be documented accordingly. 

1. The borrower’s current or reasonably expected income or assets; 
2. The borrower’s current employment status; 
3. The borrower’s monthly payment on the covered transaction; 
4. The borrower’s monthly payment on any simultaneous loan; 
5. The borrower’s monthly payment for mortgage-related obligations; 
6. The borrower’s current debt obligations, alimony, and child support; 
7. The borrower’s monthly debt-to-income ratio or residual income; and 
8. The borrower’s credit history 

 
Additionally, MiMutual will only originate/close loans that are Qualified Mortgages (QMs) which meet the 
criteria for Safe Harbor. 

¶ No risky features permitted (we do not currently offer loans with features the CFPB considers “risky”, 
so our products will not change) 

¶ No “Higher-Priced Mortgage Loans” at this time (loans which, at the time the interest rate was set, the 
APR was 1.5% or more over the Average Prime Offer Rate (APOR)) 

 
Reasonable lender fees may include an origination fee and other fees and charges.  Lender fees and charges 
must meet the points and fees limits published by the CFPB, and cannot exceed those charged other 
applicants by MiMutual for similar transactions such as FHA-insured or VA-guaranteed first mortgage loans. 
The SFHGLP upfront guarantee fee and annual fee is not included in this calculation. 
 
MiMutual approves loans that receive “Accept/Eligible” recommendations through Rural Development’s GUS 
(Guaranteed Underwriting System), and loans that are manually underwritten.  Upon MiMutual approval (and 
possibly clearing of conditions), the file will be submitted to RD for Conditional Approval.  All borrowers must 
have a middle credit score of 580 at this time (640+ for manual underwriting).  An “Accept/Eligible” through 
the GUS system does not guarantee an approval from MiMutual. 
 

 
 

 
Back to Top 

Note: Guidance contained in this document assumes the loan received an Accept recommendation from GUS.  
Manual underwrites require compliance with the guidance in this handbook and/or Agency guidelines.   
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Requirements and Restrictions 

Loan Requirements 
¶ 30 year fixed rate term only (fully amortized) 

¶ Owner-occupied, primary residences only 

¶ Minimum 580 credit score, regardless of AUS decision 
o Manual underwriting not permitted on loans with < 640 scores 

¶ Maximum number of borrowers allowed on a loan is 4 

¶ GUS findings reflecting “Accept/Eligible” recommendation or manual underwrites are acceptable 
 
 

Loan Restrictions (Ineligible) 
¶ Cash out refinances 

¶ Refinances on homes that are not currently financed with a USDA loan 

¶ Purchases of properties that are not in an eligible area.  *See Property Designation section 

¶ Manufactured homes 

¶ Refinance loans that have been restructured due to a financial hardship / in forbearance / short payoff 
loans 

¶ Any loans with an existing PACE/HERO loan that is not being paid off.  These liens may not remain 
outstanding. 

 
 

LTV / CLTV Restrictions 
 

Purchase 
¶ Minimum:   No minimum LTV 

¶ Maximum:   100% (not including guarantee fee).  LTV/CLTV of 100% may be exceeded by the 
amount of the guarantee fee if it is being financed. 

 

Refinance  
¶ Minimum:   No minimum LTV required on no cash out (rate/term) refinance transactions. Cash out 

transactions are not permitted.   

¶ Maximum:   100% (not including guarantee fee).  LTV/CLTV of 100% may be exceeded by the 
amount of the guarantee fee if it is being financed. 

 
Back to Top 
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Program Eligibility 
Borrowers that are able to secure traditional Conventional credit financing are not eligible for a USDA-
guaranteed loan.  Traditional Conventional credit is defined for Agency purposes as: 

¶ The applicant has available personal non-retirement liquid asset funds of at least 20% of the purchase 
price that can be used as a down payment; 

¶ The applicant can, in addition to the 20% down payment, pay all closing costs associated with the loan; 

¶ The applicant can meet qualifying ratios of no more than 28% PITIA and 36% TD when applying the 
20% down payment; 

¶ The applicant demonstrates qualifying credit for such a loan.  

¶ The conventional mortgage loan term is for a 30 year fixed rate loan term without a condition to obtain 
Private Mortgage Insurance (PMI). 

 
If the applicant meets the cumulative criteria of traditional conventional credit as defined by the Agency 
above, the applicant is ineligible for the SFHGLP.  It remains the underwriter’s responsibility to support the 
criteria of this section.  Documentation to support ineligibility for conventional credit will be retained in 
MiMutual’s permanent case file. 
 
 

Back to Top 
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Collateral Requirements 

To be eligible for financing, a property is to be free of health and safety hazards and major structural problems.  
MiMutual requires all USDA appraisals to comply with FHA Appraiser Independence Requirements (AIR). 

 
 

Eligible Collateral 
¶ Single Family Residence 

¶ Condominiums (Site Condominiums do not require FHA approval) 

¶ Planned Unit Developments (PUDs) 

¶ Existing Construction (properties older than 1 year or properties completed less than 12 months but 
have previously been occupied) 

¶ New Construction (less than 1 year old, with Certificate of Occupancy)  
 
 

Ineligible Properties 
¶ Multi-family Residences 

¶ Manufactured Homes 

¶ Properties in Urban Areas 

¶ Income producing land or buildings that will be used primarily for income producing purposes 

¶ Properties that are under construction 

¶ Second Homes 

¶ Non-owner occupied properties  

¶ Properties located in Coastal Barrier Resource Systems (CBRS) 

¶ Properties with repaired sinkholes or sinkhole activity 

¶ Cooperative units 

¶ Properties vested in Life Estates 
 
 

Appraisal Requirements 
MiMutual must ensure appraisals are completed by a qualified appraiser that is independent and objective.  
We are responsible for reviewing all appraisals for integrity, accuracy, and thoroughness prior to submission of 
a complete loan package to USDA.  An appraisal must be obtained with MiMutual as the Lender/Client, 
completed by an FHA Roster appraiser who can certify that “HUD’s Minimum Property Standards have been 
met”.  The appraisal must have been completed within 150 days of loan closing.  Appraisals that are older than 
150 days prior to loan closing are eligible for an appraisal update as indicated below. 
  
An existing dwelling must meet HUD Handbook 4000.1, or as superseded by HUD.  Appraisers may certify the 
requirements of HUD Handbook 4000.1 have been met on page three of the appraisal form in the “Comment” 
section, in an addendum to the appraisal, or elsewhere on the appraisal form. It is not necessary for the 
appraiser to specifically identify the HUD Handbook by number. Appraiser comments that state the property 
“appears to meet” or “seems to meet” HUD Handbooks are unacceptable. 
 
 
 

Back to Top 

NOTE:  MiMutual is unable to accept transferred appraisals on USDA loans. 
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Uniform Appraisal Dataset (UAD) 
Appraisal reports must be completed in compliance with the Uniform Appraisal Dataset (UAD).   This rule 
applies to all Rural Development mortgage loans. 
 
The appraisal forms that must be used for loan origination purposes and UAD-Compliant effective January 
1st are: 

¶ Uniform Residential Appraisal Report (FNMA Form 1004) 

¶ Individual Condominium Unit Appraisal Report (FNMA Form 1073) 
 

Form 1004MC “Market Conditions Addendum to the Appraisal” must accompany all appraisals. 
 

 
 
 

Revisions Due to Sales Contract Amendments 
If the agreement of sale / sales contract is amended during the appraisal process (prior to the Effective 
Date of the appraisal), MiMutual must provide the updated contract to the appraiser to ensure the 
appraiser has the opportunity to consider any changes and their potential impact on value. 
 
If the agreement of sale / sales contract is amended subsequent to the Effective Date of the appraisal, but 
prior to loan closing, MiMutual must use due diligence in determining whether the amendment(s) could 
reasonably be thought to affect the estimated value of the property being used as security for the loan.  If 
so, MiMutual must forward the amended agreement of sale to the appraiser for consideration.  The 
appraiser will be responsible for determination of the impact of the amended sales agreement and 
compliance with all provisions of the USPAP in developing and reporting credible assignment results. 

 

Cost Approach Section 
Residential appraisals must be completed using the sales comparison approach.  
 
For properties considered to be unique, that have specialized improvements, or at MiMutual’s request, the 
Cost Approach section will be completed. The appraiser will identify the source of the cost estimates and 
will comment on the methodology used to estimate depreciation, effective age, and remaining economic 
life. 

 
Back to Top 

  

NOTE:  MiMutual is unable to accept properties with a Condition Rating of C5 or C6, nor a Quality Rating 
of Q6. 
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Photographs 
Photographs in the appraisal report must be clear and descriptive to be able to identify the property’s 
condition and quality.  Acceptable photographs include color original images from photographs or 
electronic images.  Photographs must clearly represent the improvements, any physical deterioration of 
the property, amenities, conditions, and external influences that may have a material effect on the market 
value or marketability of the subject property.  An appraisal report with interior and exterior inspection of 
the subject property must include at least the following: 

¶ A front view of the subject property 

¶ A rear view of the subject property 

¶ A street scene identifying the location of the subject property and showing neighboring 
improvements 

¶ The kitchen, main living area, bathrooms, and bedrooms 

¶ Any other rooms representing overall condition, recent updates, such as restoration, remodeling, 
and renovation 

¶ Basement, attic, and crawl space 

¶ Comparable sales, listings, and/or pending sales utilized in the valuation analysis must include at 
least a front view of each comparable utilized 

¶ Condominium projects should include additional photographs of the common areas and shared 
amenities 

 

REO Appraisals 
An appraisal that has been prepared for REO purposes, loan servicing considerations, or any purpose other 
than the guaranteed purchase or refinance transaction is not acceptable. A new appraisal with the intent 
to arrive at an opinion of value for a purchase transaction (not a servicing action/distressed sale) must be 
obtained. 
 

Appraisal Update 
The validity period of an appraisal may be extended with an appraisal update report that will be no greater 
than 240 days from the effective date of the initial appraisal report at loan closing (150 days for the 
original appraisal plus 90 days for the Appraisal Update Report).  An original appraisal report can be 
updated one time with an Appraisal Update Report. The appraisal may be expired at the time the appraisal 
update is requested.  The purpose of an appraisal update request is to determine if the property has 
declined in value since the effective date of the original appraisal.  An update is not eligible to support a 
higher appraised value of the property.   

 
 

Back to Top 
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Value Reconsideration Request 
Reconsideration requests must be uploaded for review by the underwriter, and include at least one of the 
following in order to qualify for the continuance of the appeal process: 

¶ Provide a previous appraisal dated no more than twelve (12) months prior to the effective date of 
the appraisal being appealed. Comps in the previous appraisal will not be assessed if sale dates are 
> 90 days from the new appraisal effective date; however, information in the appraisal regarding 
amenities, square footage, etc will be given consideration. 

¶ Provide a minimum of 2 and up to 5 alternate open market sales, including all available data and 
MLS tickets, that have closed within 90 days of the appraisal effective date. Active listings and 
closed sales after the effective date of the appraisal will not be accepted. 

 
If the underwriter agrees that a reconsideration of value is warranted, they will forward to the AMC. 
 
A request for value reconsideration does not guarantee an adjustment in value. 

 
 

Appraisal Delivery Requirements 
Under the Dodd Frank Act, Regulation B has been revised for all applications taken on/after January 18, 2014. 
The borrower is required to receive a copy of all valuation documents developed in connection with an 
application for a loan that is secured by a first lien on a dwelling.  This includes: 

¶ Appraisals 

¶ Desk reviews 

¶ AVMs / BPOs 
 
MiMutual will deliver the valuation documents directly to the borrower. This will occur promptly upon 
completion of the documents or no later than three days prior to closing, whichever is earlier, unless the 
borrower chooses to waive their right to receive the valuation documents prior to closing on the Appraisal 
Delivery Timing Waiver disclosure.  In this case, the valuation documents are not required to be delivered 3 
days prior to closing, but must always be delivered at the time of consummation (at the latest).       
 
 

Property Characteristics 
 

Income Producing Properties 
Purchase or improvement of income-producing land or buildings that will be used principally for income 
producing purposes is not allowed. Vacant land or properties used primarily for agricultural, farming, or 
commercial enterprise are ineligible.  A minimal income-producing activity, such as maintaining a garden 
that generates a small amount of additional income, does not violate this requirement. A qualified 
property must be predominantly residential in use, character, and appearance.     
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Flood Zones 
Existing dwellings are eligible under the SFHGLP only if flood insurance, that meets the requirements of 42 
USC 4012a(b)(1)(A), is obtained and maintained through the life of the loan for existing residential 
structures, when any portion of the structure is determined to be located in a SFHA, including decks and 
carports.  However, according to the Homeowner Flood Insurance Affordability Act (HFIAA) of 2014, flood 
insurance is not required for any additional structures that are located on the property but are detached 
from the primary residential structure and do not serve as a residence, such as sheds, garages, or other 
ancillary structures.  Existing dwellings financed through the SFHGLP are not subject to a search for 
practicable offsite alternatives to purchasing an existing dwelling within the SFHA. 
 
New or proposed construction in an SFHA is ineligible for a loan guarantee unless:  

¶ A final Letter of Map Amendment (LOMA) or final Letter of Map Revision (LOMR) removes the 
property for the SFHA is obtained from FEMA, or;  

¶ MiMutual obtains a FEMA National Flood Insurance Program Elevation Certificate (FEMA Form 086-
0-33). The flood elevation certificate must document that the lowest habitable floor (including the 
basement) of the residential building, and all related improvements/equipment essential to the 
value of the property, are built at or above the 100-year flood elevation in compliance with 
National Flood Insurance Program (NFIP) criteria. The flood elevation certificate must be prepared 
by a licensed engineer or surveyor.  

 
 
 
 
 
 
 
MiMutual requires flood policies to either be from the NFIP, or be a policy that meets the NFIP 
requirements, such as those issued by licensed property and casualty insurance companies that are 
authorized to participate in the NFIP's "Write Your Own" program. Flood policies from a private insurer are 
not permitted. 
 
Flood insurance must cover the lesser of the outstanding principal balance of the loan or the maximum 
amount of coverage allowed under FEMA’s National Flood Insurance Program (NFIP). Unless a higher 
amount is required by state or federal law, the maximum deductible clause for a flood insurance policy 
should not exceed the greater of $1,000 or 1 percent of the face amount of the policy.  Deductible 
guidance published by FEMA that may exceed this guidance is eligible. 

 
Flood insurance premiums must be escrowed, regardless of LTV and/or state law.  The only exception to 
this requirement is if the property has adequate flood insurance coverage provided by a condominium 
association, homeowners association, or similar group, and the premium is paid by the group as a common 
expense. 
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housing stock is unacceptable to the applicant, etc. 
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Properties Served by Non-Public Systems 
Existing dwellings and newly-constructed dwellings located within the SFHA which are not served by 
public sewer systems and have on-site septic or sewage treatment systems must have a drinking water 
supply which is protected from cross-contamination from the onsite septic/sewage treatment during 
flooding.  A property serviced by an onsite septic or sewage treatment system is eligible, provided one 
of the following can be met: 

¶ The property is served by a publicly provided water supply 

¶ The property is serviced by a private drinking water well/supply with a fitted sanitary well cap 
which prevents backflow floodwater from entering the drinking supply well 

¶ The property is served by a private drinking water well/supply whose opening is located above 
the base flood elevation of the SFHA.  Additional documentation, such as an elevation 
certificate, will be required to verify this type of property 

 
 

Site Requirements 
Sites must be developed in accordance with any standards imposed by a State or local government. The 
following requirements must be met at the time of application. 
 

Site Size 
There is no specific limitation to the size/acreage of the site.  The appraiser must provide an explanation in 
the addendum of the appraisal to explain adjustments to comparable properties, how the subject 
compares to other properties in the area, etc. 

 

Income-Producing Buildings 
The property must not include buildings used principally for income-producing purposes. For example, 
barns, silos, commercial greenhouses, or livestock facilities used primarily for agricultural, farming or 
commercial enterprise are ineligible. However, barns, silos, livestock facilities, or greenhouses no longer in 
use for a commercial operation, which will be used for storage, do not render the property ineligible.  
Outbuildings such as storage sheds and non-commercial workshops are permitted if they are not used 
primarily for income producing agricultural, farming or commercial enterprise. A minimal income-
producing activity, such as maintaining a garden that generates a small amount of additional income, does 
not violate this requirement. Home-based operations such as childcare, product sales, or craft production 
that do not require specific commercial real estate features are not restricted. A qualified property must 
be predominantly residential in use, character and appearance.  

 

Income-Producing Land 
The site must not have income-producing land that will be used principally for income producing purposes. 
Vacant land or properties used primarily for agricultural, farming or commercial enterprise are ineligible. 
Sites that have income-producing characteristics (e.g. large tracts of arable land ready for planting) are 
considered income-producing property. However, maintaining a garden for personal use is not in violation 
of this requirement. A minimal income-producing activity, such as a garden that could generate a small 
amount of additional income does not violate this requirement. A qualified property must be 
predominantly residential in use, character and appearance.  
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Site Specifications 
The site must be contiguous to and have direct access from a street, road, or driveway. Streets and roads 
must be hard surfaced or all weather surfaced, and legally enforceable arrangements must be in place to 
ensure that needed maintenance will be provided.  

 

Utilities 
The site must be supported by adequate utilities and water and wastewater disposal systems. 

 

Accessory Dwelling Unit 
The presence of an Accessory Dwelling Unit (ADU) does not automatically render the property ineligible.  
The appraiser will determine if the ADU represents a second single family housing dwelling unit.  The 
Agency defers to the appraiser’s professional review of the property and expert opinion of the highest and 
best use of the subject property as a primary residence.  The appraiser will include their evaluation in the 
site analysis section of the appraisal if applicable. 
 

 

Zoning 
The property must comply with applicable zoning and restrictions.  If an existing property does not comply 
with all current zoning ordinances but is accepted by the local zoning authority, the appraiser must report 
the property as legal non-conforming.  The appraisal must reflect any adverse effect of the legal 
nonconforming use on the value and marketability of the property. 
 

Remaining Economic Life  
The economic life of a property must meet or exceed the term of the proposed loan. The appraiser may 
reject the property if the future economic life of the property is shortened by obvious and compelling 
pressure to a higher use, making a long-term mortgage impractical. 

 

Modest Housing 
There are no maximum mortgage limits for property financed under the SFHGLP.  Modest housing is 
defined as a new or existing dwelling that a low or moderate income borrower can afford based on their 
repayment ability.  The property must not be primarily designed for income-producing activity. 
 
 

Eligible Properties 
A single family, primary residence is the only eligible property type.  Multi-family residences are not eligible.   
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Modular Home Eligibility 
MiMutual allows loans secured by modular homes built in accordance with the Uniform Building Code 
administered by state agencies responsible for adopting and administering building code requirements for the 
state in which the modular home is installed. Loans secured by on-frame modular construction are not eligible 
for financing with MiMutual. On-frame modular construction is defined as having a permanent chassis, but no 
evidence of compliance with the June 15, 1976, Federal Manufactured Home Construction and Safety 
Standards. 
 
Loans secured by prefabricated, panelized, or sectional housing are eligible. These properties do not have to 
satisfy HUD’s Federal Manufactured Home Construction and Safety Standards or the Uniform Building Codes 
that are adopted and administered by the state in which the home is installed. The home must conform to 
local building codes in the area in which it will be located. 
 
Factory-built housing not built on a permanent chassis such as modular, prefabricated, panelized, or sectional 
housing is not considered manufactured housing and is eligible under the guidelines for one-unit properties. 
These types of properties  

¶ must assume the characteristics of site-built housing, 

¶ must be legally classified as real property, and 

¶ must conform to all local building codes in the jurisdiction in which they are permanently located.  
 
The purchase, conveyance, and financing (or refinancing) must be evidenced by a valid and enforceable first-
lien mortgage or deed of trust that is recorded in the land records, and must represent a single real estate 
transaction under applicable state law.  
 
MiMutual affords modular, prefabricated, panelized, or sectional housing homes the same treatment as site-
built housing. Therefore, MiMutual does not have minimum requirements for width, size, roof pitch, or any 
other specific construction details. 
 
 

Private Roads 
 

Access 
The site must be contiguous to, and have direct access from, a public or private street, road, or driveway 
Private roads or streets are acceptable provided each property has vehicular or pedestrian access.  Private 
roads or streets must be protected by permanent recorded easement (non-exclusive and non-revocable 
easement without trespass from the property to a public street), or the street must be maintained by a 
homeowners association (HOA).  Shared driveways must also meet these requirements, requiring a 
permanently recorded easement for ingress and egress. This agreement must be binding to successors and 
title. A copy of a title report, retained in the mortgage file, may be used to evidence the easement. Private 
streets must have a permanently recorded easement or be owned and maintained by a Home Owners 
Association (HOA). All recorded easements must be reviewed and approved by the MiMutual’s 
underwriter and documented in the permanent loan file. 
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Maintenance 
Streets and roads must be hard surfaced or all-weather surfaced. An all-weather surface is a road surface 
over which emergency and the area’s typical passenger vehicles can pass at all times. In addition, 
arrangements must be in place to ensure that needed maintenance will be provided. A publicly maintained 
road is automatically assumed to meet this requirement. If an HOA is responsible for maintaining streets 
and roads, it must meet the criteria set forth by Fannie Mae, Freddie Mac, the U.S. Department of Housing 
and Urban Development (HUD), or U.S. Department of Veterans Affairs (VA). 

 
 

Existing / New Construction 
 

Existing 
Existing construction is defined as properties older than one year or has been completed for less than 12 
months but has been previously occupied. Property must meet the current requirements of HUD 
Handbook 4000.1, or as superseded by HUD, or by the appraiser certifying in the comments section of the 
appraisal that the property meets HUD Handbook 4000.1.  There are no thermal requirements for 
guaranteed loans on existing homes. 
 

New 
New Construction is defined as 100% complete, less than 1 year old and never having been occupied, with 
an issued Certificate of Completion. 

 
Evidence of Certified Plans and Specifications 
MiMutual must obtain evidence that a new construction home was built in accordance with certified 
plans and specifications. One of the following combinations must be retained as evidence: 

¶ Copy of an eligible building permit that has been issued by an approved local jurisdiction. The 
State Director is responsible for making the determination of an “eligible jurisdiction”. This 
determination must be published by the state as a supplement; or 

¶ Certificate of Occupancy or completion certificate issued by an approved local jurisdiction as 
determined by the State Director and published as a state supplement; or 

¶ Certification from a qualified individual or organization (e.g., licensed architect, engineer, 
national code certified plan reviewer, local building official, etc.) that has reviewed the plans 
and specifications, and determined they meet all applicable building codes and development 
standards. If the reviewer does not have their own certification form, Form RD 1924-25 “Plan 
Certification,” may be used. 
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Evidence of Construction Inspections/Warranty 
MiMutual must obtain evidence that construction inspections were performed throughout the project. 
Acceptable evidence may include one of the following: 

¶ Certificate of Occupancy issued by an eligible local jurisdiction as determined by the State 
Director and published, after a minimum of 3 construction inspections were performed and a 1-
year builder warranty plan issued acceptable to RD; or 

¶ Copies of 3 construction inspections performed when:  
o Footings and foundation are ready to be poured  
o Shell is complete, but plumbing, electrical and mechanical work is still exposed, and  
o Final inspection of completed work prior to occupancy and a 1-year builder warranty plan 

issued acceptable to RD (builders may utilize their own form, HUD-92544, or Form RD 1924-
19); or 

¶ Final inspection and a 10-year insured builder warranty  
 
Thermal Requirements 
MiMutual must obtain evidence that the thermal standards meet or exceed the International Energy 
Conservation Code (IECC) in effect at the time of construction. Documentation of conformance may be 
by one of the following options: 

¶ The builder may certify confirmation with the IECC standards 

¶ A qualified, registered architect or a qualified, registered engineer may certify confirmation 
with IECC standards 

 
No Required Evidence Available 
New construction homes that do not have acceptable evidence of construction inspections are limited 
to a 90 percent loan to value (LTV) plus the one time upfront guarantee fee.   

 
 

Repairs to Subject 
Repairs, if any, must be completed prior to final loan approval (unless subject is eligible for a repair escrow). 
Any conditions noted on the appraisal that are related to the safety or livability of the subject property must 
be addressed and rectified prior to loan closing.  Expenses related to property inspections and property repairs 
may not be financed into the new GRH refinance loan. 
 
 

Water and Wastewater Disposal Systems 
The site must have acceptable water and wastewater disposal systems to ensure the property is decent, safe, 
sanitary, and meets community standards. Public water and wastewater disposal systems are presumed to 
meet state and local requirements with no additional documentation or inspections. Private well and 
wastewater systems may require inspections or documentation as discussed in this section. Evidence will be 
retained in the permanent loan file. 
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Water 
Water systems, for existing or new construction, that require continuous or repetitive treatment to be safe 
bacterially or chemically may be used if the individual water system, with purification, meets the 
requirements of the state department of health or other comparable reviewing and regulatory authority.   

 
Individual Privately Owned 

¶ Individual water systems are owned and maintained by the homeowner and subject to 
compliance with all requirements of the local and/or State Health Authority codes. Individual 
water supply systems may be acceptable when the cost to connect to a public or community 
water system is not reasonable as defined by MiMutual. MiMutual is responsible for 
determining if connection is feasible. Water quality tests are required as follows:  
o The water quality of the well must meet the requirements of the state or local authority 

(this may vary from county to county, and should be checked on every loan to ensure all 
state/local requirements are met). If the state or local authority does not have specific 
requirements, the maximum contaminant levels established by the Environmental 
Protection Agency (EPA) will apply. At a minimum, Coliform, Bacteria, and Nitrates should 
be tested for. 

o The local health authority or a state certified laboratory must perform a water quality 
analysis. The Safe Water Drinking Act does not apply to private wells. Contact the 
Environmental Protection Agency (EPA) at (800) 426-4791 for referral to certified labs and 
other inquiries.  

o The water analysis report must be no greater than 150 days old at loan closing. If the 
Agency is aware of any recent environmental impacts that may render the previous analysis 
invalid (for example – chemical spills, natural disasters, etc.) a new report may be required. 

¶ The well location for individual water supply systems must be measured to establish the 
distance from the septic system. The separation distance between the well and septic systems 
must meet the SF Handbook (HUD Handbook 4000.1) or be found acceptable by the local 
and/or State Health Authority.  

¶ Individual water systems/wells should be located on the subject property site. If located on an 
adjacent property, evidence of water rights and recorded maintenance agreement must be 
retained in the permanent loan file as acceptance of the well as the primary source of water.  

¶ Properties served by cisterns are not acceptable. 
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Individual Privately Owned Shared 
If the property is served by a shared well or off-site facility, MiMutual must ensure the private system 
will provide a continuous and adequate supply of safe and potable water. The following requirements 
must also be met: 

¶ The well serves properties that cannot feasibly be connected to an acceptable public or 
community water supply system. It is MiMutual’s responsibility to make this determination.  

¶ A shared well must have a valve on each dwelling.  

¶ The water supply is adequate for all families served. A shared well must service no more than 
four living units or properties.  

¶ The water quality of the well must meet the requirements of the state or local authority. If the 
state or local authority does not have specific requirements, the maximum contaminant levels 
established by the Environmental Protection Agency (EPA) will apply.  

¶ The well must have an agreement that meets the following requirements:  
o Is binding upon all signatory parties and their successors in title.  
o Is recorded or will be recorded no later than the closing date.  
o Makes provisions for maintenance and repair of the system and the sharing of costs to do 

so. These provisions must include a permanent easement that allows access for 
maintenance and repair.  

 

 

Community Owned 
If the property is served by a community water system operated by a private corporation or nonprofit 
property owners association, MiMutual must ensure the following conditions are met:  

• The system and the water supply meet all applicable Federal, State and local requirements.  

• The system has the capacity to provide a sufficient water supply during periods of peak 
demand.  

• The system is operated under a legally binding agreement that allows interested third parties to 
enforce the obligation of the operator to provide satisfactory service.  

 
Required Inspections and Documentation 
MiMutual must obtain documentation the water quality meets state and local standards as discussed 
in this section. All documentation must be retained in their permanent loan file. Inspection and 
documentation requirements are discussed later in this chapter. 
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Wastewater 
 

Individual Privately Owned 
Individual sewage systems may be acceptable when the cost to connect to a public or community 
sewage system is not reasonable (when the cost to connect exceeds 3% of the value of the property). 
MiMutual is required to obtain a septic evaluation. A FHA roster appraiser who certifies the property 
meets required HUD Handbooks, a government health authority, a licensed septic system professional, 
or a qualified home inspector may perform the septic evaluation. The inspector may require additional 
inspections as a result of the inspection. The separation distances between a well and septic tank, and 
the property line should comply with HUD guidelines or state well codes. The septic system must be 
free of observable evidence of failure. Existing dwellings appraised by a HUD roster appraiser, who has 
indicated the dwelling meets the required HUD handbooks does not require further septic certification.  
 
If the property is served by an individual sewage disposal system, MiMutual must ensure the system: 

¶ Meets any applicable requirements of the state or local health authority with jurisdiction.  

¶ Is located entirely on the subject property. If any part of the system is located on an adjacent 
property (for example leach lines), evidence such as a perpetual encroachment easement must 
be recorded to establish the rights of the property owner’s permitted use.  

¶ Is operating properly and has the capacity to dispose of all domestic wastes in a manner that 
will not create a nuisance or endanger public health  

 
Community Owned  
If the property is served by a community wastewater system operated by a private corporation or 
nonprofit property owners association, MiMutual must ensure that the system:  

¶ Meets any applicable requirements of the state or local health authority with jurisdiction.  

¶ Is licensed, operating properly and has the capacity to dispose of all domestic wastes in a 
manner that will not create a nuisance or endanger public health.  

¶ Is subject to a legally binding agreement that allows interested third parties to enforce the 
obligation of the operator to provide satisfactory service.  

 
Required Inspections and Documentation  
MiMutual must obtain documentation that the wastewater system meets state and/or local standards. 
All documentation will be retained in the permanent loan file. Inspection and documentation 
requirements are discussed below. 

 
 

Roof Expectancy 
The life expectancy of a roof must be at least 2 years. 
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Inspections 
 

Private Well/Water Supply (Existing Dwelling) 
The local health authority or a state certified laboratory must perform a water quality analysis. The water 
quality must meet state/local standards. The Safe Water Drinking Act does not apply to private wells. 
Contact the Environmental Protection Agency (EPA) at (800) 426-4791 for referrals to certified labs and 
other inquiries. 

 
Private Septic System (Existing Dwelling) 
The septic system must be free of observable evidence of failure. An FHA roster appraiser, government 
health authority, licensed septic professional, or qualified home inspector may perform the septic system 
evaluation. An FHA roster appraiser or qualified home inspector may require an additional inspection due 
to their observations. Existing dwellings appraised by a HUD roster appraiser, who has indicated the 
dwelling meets the required HUD handbooks does not require further septic certification. 

 
Termite Inspections 
If required by MiMutual, appraiser, inspector, or state law, a pest inspection must be obtained to confirm 
the property is free of active termite infestation. 
 
 

FEMA Declared Disaster Area Policy 
The FEMA Declared Disaster Area Policy applies to all areas eligible for individual assistance due to a federal 
government disaster declaration.  
 
If the subject property has had an appraisal completed prior to a declared disaster, prior to the end date of a 
declared disaster, or after a declared disaster with no comments addressing the post-disaster condition of the 
property from the appraiser, a 1004D or another form of disaster inspection, with photos and comments 
regarding the impact of the disaster to the property (if any), must be obtained. 
 
The type of disaster will determine whether an interior/exterior or just an exterior inspection is required.  If 
the event was such that the damage will be visible from the street (ex: tornado), an exterior-only inspection is 
permitted.  If the event was one that could cause damage that must be viewed from the interior (for example, 
flooding), an interior/exterior inspection is required.  The inspection may be performed once the risk of 
damage has passed.    
 
RD Streamline Refinance transactions without an appraisal require a full interior/exterior appraisal when the 
subject property is located in a Presidentially Declared Disaster area, if the closing will occur within 90 days of 
the disaster incident period end date. Any repairs that are required as a result of the appraisal must be 
completed prior to closing. 
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Condominiums 

If the word “condo” appears in the legal description, the property will be deemed a condominium.   
 

 

Project Approval 
The subject property must be located in a project on FHA’s Approved Condominium Project List, and the 
approval must be valid at the time of closing.   
 
An FHA Certification for Individual Unit Financing, signed and dated by MiMutual, evidencing compliance with 
FHA minimum project standards, is required. The Lender Certification for Individual Unit Financing can be 
found on MiMutual’s website. 
 
MiMutual will also allow projects that are approved by VA, or acceptable to Fannie Mae or Freddie Mac, 
providing the complex meets the requirements of the applicable GSE/Agency as well as USDA's.  For projects 
approved by VA, evidence of unexpired project approval is required. 
 
See the Rural Housing Website for state-specific requirements and complete detail regarding condos. 
 

Condominium Questionnaire 
The applicable HOA Questionnaire must be completed and delivered to underwriting.  MiMutual’s 
Condominium Homeowner’s Association Questionnaires are located on our website, and while the use of 
these specific forms are not mandatory, any other form used must contain the same information.  Please 
make sure the questionnaire submitted is accurate and properly completed in its entirety, and fully 
executed by an authorized agent of the HOA. Any requests to provide updated and/or revised 
questionnaires will be denied. 
 
It is MiMutual's responsibility to certify on Attachment 12-B of the 3555 that the unit in connection with 
the loan file has been verified to be in a project that to the best of their knowledge continues to meet all of 
the applicable GSE/Agency's condominium requirements.  

 

Insurance Requirements 
 

Hazard/Liability Insurance (Project Approval) 
The homeowners’ association is required to:  

¶ Maintain adequate “master” or “blanket” property insurance in an amount equal to 100% of 
current replacement cost of the condominium exclusive of land, foundation, excavation and other 
items normally excluded from coverage;  

¶ Maintain comprehensive general liability insurance covering all of the common elements, 
commercial space owned and leased by the owners’ association, and public ways of the 
condominium.  
 

If the HOA does not maintain 100% coverage, the unit owner may not obtain “gap” coverage to meet this 
requirement. 
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HO-6 (Loan Level)  
The unit owner is required to obtain a “walls-in” coverage policy (HO-6 or its equivalent) if the master or 
blanket policy does not include interior unit coverage. The “walls-in” coverage must be sufficient, as 
determined by the insurer, to repair the interior of the condominium unit, including any additions, 
improvements and betterments to repair the unit to its original condition prior to the claim event.                                                           

 

Fidelity Bond / Fidelity Insurance (Project Approval) 
Fidelity Bond Insurance may also be known as “Employee Dishonesty” or “Crime Policy”.   For all new and 
established projects with more than 20 units, the homeowners association is required to obtain and 
maintain this insurance:  

¶ The homeowners association must maintain this insurance for all officers, directors, and employees 
of the association and all other persons handling or responsible for funds administered by the 
association;  

¶ The coverage must be no less than a sum equal to three months aggregate assessments on all units 
plus reserve funds unless State law mandates a maximum dollar amount of required coverage.  

 
If the homeowners association engages the services of a management company, the homeowners 
association must require the management company to maintain Fidelity Bond/Fidelity Insurance coverage 
for its officers, employees and agents handling or responsible for funds of, or administered on behalf of, 
the owners association. The required coverage must meet the following requirements:  

¶ The homeowner’s association’s Fidelity Bond/Fidelity Insurance policy specifically names the 
management company as an agent or insured; 
OR 

¶ The homeowner’s association’s Fidelity Bond/Fidelity Insurance policy includes a “Covered Employee” 
endorsement that states the person employed by the management company performing the services 
directed and controlled by the homeowner’s association is covered under the homeowner’s 
association’s policy.   

 
In no event may the aggregate amount of such bonds be less than a sum equal to 3 months aggregate 
assessments on all units plus reserve funds unless State law requires a maximum amount of required 
coverage. 

 

Flood (Project and Loan Level) 
The homeowners’ association is required to obtain and maintain:  

¶ Coverage equal to the replacement cost of the project less land costs or up to the National Flood 
Insurance Program (NFIP) standard of $250,000 per unit, whichever is less;  

¶ The maximum limit of building insurance coverage of a residential condominium building in a 
regular program community is $250,000 times the number of units in the building (not to exceed 
the building’s replacement cost);  

¶ The homeowners association, not the borrower or the individual unit owner, is responsible for 
obtaining and maintaining adequate flood insurance under the NFIP on buildings located in a 
Special Flood Hazard Area (SFHA); and  

¶ The flood insurance coverage must protect the interest of borrowers who hold title to an individual 
unit as well as the common areas of the condominium project;  
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Eligible Projects 
Non-warrantable condominiums are not eligible.  Additional condominium requirements include: 

¶ All common areas and recreational facilities must be completed.  The Final Certificate of Occupancy for 
the final unit and/or subject unit may be required. 

¶ Additional phasing and/or add-ons are not permitted. 

¶ Control of the Homeowners Association must have transferred from the developer to the unit owners. 

¶ Projects must consist of at least 2 units.  

¶ All units must be sold and closed (100% complete) 

¶ Project must be at least 50% owner-occupied 

¶ No more than 10% of units may be owned by one investor.  This also applies to developers/builders 
that subsequently rent vacant and unsold units.  For projects with 10 units or less, no single entity may 
own more than one unit. 

¶ No greater than 15% of the total units can be more than 60 days past due on their association dues 

¶ If the project has any special assessments pending, their impact on the units and marketability must be 
analyzed.  Any increase in dues must be included in the qualifying ratios.  Typically, a newer project will 
have pending assessments. 

¶ If the HOA is involved in any pending litigation, the complex is generally not eligible for financing.  
Exceptions may be made, however, providing the litigation does not negatively impact the project or 
the rights of the unit owners. 

¶ If the project contains any adverse environmental factors that affect the project as a whole or the 
individual units, the appraiser must address their impact on value and marketability.  A determination 
will be made by underwriting based on their findings. 

¶ The HOA must have a Reserve Fund separate from the Operating Account.  The budget must be 
adequate to ensure sufficient funds are available to maintain and preserve all amenities and features 
unique to the project, to provide for the funding of replacement reserves for capital expenditures and 
deferred maintenance in an account representing at least 10% of the budget, and to provide adequate 
funding for insurance coverage and deductibles 

¶ The legal documents of the project may not include any restrictions on sale which would limit the free 
transferability of title (for example, deed/income restrictions). 
NOTE:  Right of First Refusal is permitted unless it violates discriminatory conduct under the Fair 
Housing Act regulation at 24 CFR part 100. 

¶ The subject unit must be part of a legally established condominium project, in which common areas 
are owned jointly by unit owners. 

¶ The units in the project must be held in fee simple title. 

¶ The amenities / recreational facilities must be owned by the HOA 

¶ The property may not operate as a resort or hotel, renting units on a daily/weekly basis.  It may not 
offer services such as housekeeping, restaurant/food service, time shares, mandatory rental pool, or 
commercial space in excess of 25% of the property’s total floor area in the project. 

  
  

 Back to Top 
 
 

 
 
 

 



Guaranteed Rural Housing Guidelines  |  Condominiums 

05.07.2018                                                                                                                                                                      30 

Site Condominiums 
Project approval may not be required for site condominiums if they meet the following criteria: 

¶ Single Family totally detached dwelling encumbered by a declaration of condominium covenant or 
condominium form of ownership; 

¶ The unit has no shared garage or any other attached buildings (ie: archways, breezeways);  

¶ The condominium unit consists of the entire structure, site and air space, and is not considered to be 
common areas or limited common areas. 

 
Appraisal data will be collected on Individual Condominium Unit Appraisal Report (FNMA Form 1073/FHLMC 
Form 465).  A Condominium Rider must supplement the Mortgage or Deed of Trust.  Insurance and 
maintenance costs will be the responsibility of the unit owner.  Site condominiums that do not meet these 
criteria must meet standard project review requirements. 
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Credit 

Documentation Requirements 
All documentation must be from a reasonably reliable third-party source, and must satisfy the requirements of 
the Ability to Repay Rule. 
 

Verification of Institutional Mortgage History 
A current payoff is required on all refinance transactions and one of the following: 

¶ Verification of Mortgage dated within thirty days of closing. 

¶ If mortgage history is current on credit bureau and last reported date is within sixty days, and 
payoff shows current, no Verification of Mortgage is required.  This applies to subject property and 
any other properties owned. (If mortgage is included as part of a bankruptcy or is otherwise not 
reported accurately on credit report, a payment history/ledger will be required). 

¶ 12 months canceled checks (front and back) or 12 consecutive month’s bank statements showing 
payments. 

 

Verification of Rental Payment History 
If Verification of Rental Payment History is required, one of the following options may be used: 

¶ VOR from an uninterested party 

¶ 12 months canceled checks (front and back) or 12 consecutive month’s bank statements showing 
payments 

 

Lease with Option to Purchase 
¶ Copy of Lease w/Option Agreement 

¶ Last 12 consecutive months canceled checks (front and back), or bank statements showing 
payments.  

  
 
 
 
 
 
 
 

Housing Payment History   
GUS “Accept” underwriting recommendations are not subject to verification of rent or housing history. If 
provided, a 0x30 housing payment history in the last 12 months (all residences collectively) is required.  If the 
applicant does not have a full 12 month history, all previous payments made in the last 12 months must be 
verified.  
 
A borrower living rent-free and proposing to exceed the standard repayment ratios of 29%/41% may 
represent a high risk when the reasons for living rent-free are unsupported (not a full time college student, not 
living in military-provided housing, etc). 
 
 
 

NOTE:  All lease options are treated as purchase transactions.  Any deposit put down at the time 
agreement was executed can be used toward the down payment, as long as a copy of cancelled check 
can be provided as verification.  Rent credit can be applied for the amount of rent paid over and above 
the standard market rents (as evidenced by a comparable rent schedule provided with the FHA 
appraisal).   

NOTE:  Timeshares are considered as consumer debt, and not real estate. Therefore, any adverse credit on a 
timeshare should not be considered when analyzing mortgage delinquency/foreclosure. 
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Credit Reports 
3 bureau in-file merged report or RMCR must be provided.  At least one applicant whose income or assets are 
used for qualification must have at least two historical tradeline payment references that have existed for at 
least 12 months to establish a credit reputation and validate the credit score.  The tradeline may be open, 
closed, and/or paid in full by the applicant.  Eligible tradelines include: 

¶ Loan (secured or unsecured); 

¶ Revolving (generally a credit which is not repaid by a certain number of installments); 

¶ Installment credit (generally repaid through a specified number of installments such as automobile, 
recreational vehicle, or student loans); 

¶ Credit card (offered by banking institutions commercial enterprises, and individual retail stores. 
Consumers make purchases on credit and if payment is made within a stipulated period of time, no 
interest is charged); 

¶ Collection (an account whereby an original creditor transfers an unpaid, delinquent balance to a 
collection agency to retrieve any monies owed); 

¶ Charge-off (the declaration by a creditor that an amount of debt is unlikely to be collected) 

¶ Authorized user accounts only if the applicant provides documentation that they have made payments 
on the account for the previous 12 months prior to application. 

 
If sufficient eligible tradelines are not on the credit report, a minimum payment history must be established 
through the use of a non-traditional report.   
 
Loans underwritten with the assistance of GUS that receive an “Accept” recommendation are also subject to 
the credit score validation to ensure a usable credit score is utilized for underwriting. A tradeline in a 
documented dispute with 12 months of history is considered an eligible tradeline. The inability to validate 
credit scores used by GUS will require the loan to be downgraded from an “Accept” recommendation to a 
“Refer” and minimum payment history must be established through a non-traditional report.  GUS is unable to 
accept supplemental credit reports. 
 
A validated score does not wholly indicate that the applicant’s credit reputation is acceptable.  Even if the 
score exceeds the minimum credit score permitted, the credit score must be validated and MiMutual must 
determine that the applicants have satisfactorily established the willingness and ability to manage and repay 
obligations as agreed. 
 
All credit reports since the date of application must be provided to the MiMutual underwriter for review.  If a 
credit report (or multiple reports) exist that were pulled before the credit report being used to decision the 
file, the underwriter will condition for a copy of each report and analyze the data as a part of the borrower’s 
credit review. 
 

Credit Inquiries 
If a credit report indicates other credit inquiries have been made by the applicant in the 90 days prior to 
the date of the credit report, MiMutual must obtain a satisfactory explanation from the applicant(s) stating 
why the inquiry was made and whether credit was obtained.  Terms of new debt incurred (payment, 
balance, etc) must be included in the underwriting analysis/total debt ratio. Any potentially derogatory or 
contradictory information that has not been made available to the data submitted to GUS, or if there is a 
Federal judgment, a risk analysis of Accept must be manually downgraded and the file manually 
underwritten. 

 
Back to Top 
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Recent and/or Undisclosed Debts 
¶ MiMutual must determine the purpose of any recent debts as the indebtedness may have been 

incurred to obtain funds to close the loan.  Any new debt and payment must be included in the final 
underwriting analysis. 

¶ An applicant must provide a satisfactory explanation for any significant debt noted on the credit 
report, but not included on the loan application 
o MiMutual will confirm and include any monthly payment amount for debts not considered in the 

automated underwriting system recommendation.  The loan will be resubmitted for an updated 
underwriting recommendation. 
Á If the debt was not reported on the credit report uploaded into GUS, and was manually added 

to the Asset and Liabilities application page of GUS, the loan must be downgraded to a Refer 
and manually underwritten.  However, the manual entry of child support, alimony, 
garnishments, and other debts that are not typically reflected on a credit report will not require 
a downgrade. 

Á The debt may be added to the credit report, and the new credit report that includes the recent 
or previously undisclosed debt can be re-associated in a subsequent underwriting 
recommendation request 

Á Credit supplements obtained outside of GUS may not be used to verify debts to retain an 
Accept recommendation 

 

MiMutual In-file Credit Reports  
MiMutual will pull a single-bureau, in-file credit report 10 days prior to closing, when the credit report 
used to underwrite the loan exceeds 60 days at closing.  Any changes in payments or balances will require 
the liabilities to be updated, and the AUS must be rerun with the most current information available – loan 
must still receive an acceptable decision. If any derogatory credit is found since the date of the tri-merge 
credit used to underwrite the loan, a new tri-merge credit report must be pulled and attached to the AUS 
findings so the delinquency can be factored into DU’s decision. 
 
 

Credit Score   
MiMutual requires a minimum credit score of 580. Once the score is validated (see Credit Reports), the 
minimum credit reputation will be considered to be met, provided the following indicators of unacceptable 
credit are not present in the credit file of each applicant individually and all applicants collectively:   

¶ Foreclosure within 3 years, including pre-foreclosure activity, such as a pre-foreclosure sale or short sale in 
the previous 3 years 

¶ Bankruptcy within 3 years 
o Chapter 7 bankruptcy discharged in the previous 3 years 
o Chapter 13 bankruptcy that has yet to complete repayment or has completed payment in the most 

recent 12 months 

¶ Late mortgage payments if any mortgage tradeline during the most recent 12 months shows 1 or more 
late payments of greater than 30 days 

¶ Late rent payments paid 30 or more days late within the last 12 months 
 

Back to Top 
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MiMutual will take the middle score from the three reporting credit repositories. If only 2 of 3 scores report, 
the lower of the 2 scores will be used. Borrowers with only 1 credit score may be considered with traditional 
credit depth if the loan receives an AUS “Accept”, but a NTMCR must be developed for manually underwritten 
loans. MiMutual does not underwrite loans for borrowers with only non-traditional credit. 
 
All instances of adverse credit must be addressed by the underwriter, and documentation surrounding this 
review will be retained in the permanent loan file. 
 
 

Credit Exceptions 
Credit history problems do not always reflect an unwillingness to meet financial obligations. If the underwriter 
believes the applicant is credit worthy, the reasons that an exception is justified must be documented on the 
underwriter’s analysis.  Exceptions should only be made in the following types of situations: 
 

Temporary Situation 
The circumstances that caused the credit problems were temporary in nature, beyond the applicant’s 
control, and the circumstances have been removed and resolved for the 12 months prior to application. 
Examples include a temporary loss of job, delay or reduction in benefits, illness, or dispute over payment 
for defective goods or services. 

 

Reduced Housing Expenses 
The loan will significantly reduce the applicant’s housing expenses, which will result in improved debt 
repayment ability. A significant reduction in housing expenses would be 50 percent or more.  

 
The applicant must provide supporting documentation that meets these requirements to ensure the 
permanent loan file is well documented and supported.  No Agency-supported waiver or concurrence is 
required for credit exceptions.  However, MiMutual is not authorized to make an exception in the case of an 
applicant with a delinquency on a Federal debt, or with an outstanding judgment obtained by the United 
States in Federal Court, other than the United States Tax Court.  Refer to Attachment 10-B of HB-3555 for 
further guidance on credit exceptions. 

 
 

Debts Not Reporting on Credit 
GUS findings require all liabilities listed on the credit report and verified outside of the credit report to be 
included in GUS for analysis.  Any monthly payment amount for debts not considered in the GUS 
recommendation must be confirmed and included, and the loan must be resubmitted for an updated 
underwriting recommendation. If there are any debts, late payments, or derogatory information that has not 
been made available to GUS, or if there is a Federal judgment, a risk analysis of “Accept” must be manually 
downgraded and the file manually underwritten.  If debts disclosed by the applicant that do not appear on the 
credit report were manually entered into GUS by MiMutual, an “Accept” recommendation must be 
downgraded to a “Refer”.   
 
 
 
 
 

Back to Top 
 

NOTE:  Obligations such as non-purchasing spouse debts, court-ordered payments for child support / 
alimony / garnishments etc, or business debts do not require a manual downgrade in GUS.  These debts 
would not appear on a credit report, and therefore are not considered in the credit score calculation. 
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Derogatory Credit 
If an adverse tradeline is omitted when utilizing GUS, and an “Accept” recommendation is received, the 
applicant’s explanation letters and supporting documentation of adverse tradelines must be retained by 
MiMutual.  The “Notes” section of the “Assets and Liabilities” page must reflect the basis for omitting the 
tradeline. 
 

Federal Non-Tax Debt 
Delinquent federal debt (including student loans) must be satisfied prior to loan closing.  Source of funds 
used to pay must be explained and paper-trailed. 
 
If a deficiency balance is reflected owing on any federal debt, such as the result of foreclosure, the debt 
must be paid off before the borrower is eligible for an RD loan.   
 
If a borrower has a previous SFHGLP debt which was settled, or is subject to settlement, or whether 
SFHGLP otherwise suffered a loss on a loan to one or more of the applicants, the applicants are ineligible 
unless the applicant(s) qualify for an exception granted by SFHGLP. 

¶ If the SFHGLP suffered any loss related to a previous loan, a loan guarantee shall not be issued 
unless SFHGLP determines the loss was beyond the applicant’s control and any identifiable reasons 
for the loss no longer exist 

 
 

 

Delinquent Federal Tax Debt 
Outstanding tax liens must typically be satisfied prior to loan closing.  Source of funds used to pay must be 
explained and paper-trailed.  However, evidence of payment arrangements is acceptable for IRS Federal 
tax judgments.  The applicant must have entered into a valid repayment agreement with the Federal 
agency owed.  A copy of the established payment arrangement is required, along with evidence of on-time 
payments for the most recent 3 months.  Prepaying scheduled payments as a means of meeting minimum 
requirements is unacceptable.  Payments will be included in the DTI.  Loan funds guaranteed by RD may 
not be used to satisfy a debt. 
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NOTE:  Federal Debt cannot be discharged in a Chapter 7 Bankruptcy. 
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Non-Federal Judgments 
The presence of court-ordered non-Federal judgments must be considered in the credit analysis. Unpaid 
judgments may represent an applicant’s disregard for credit obligations. MiMutual must document 
reasons for approving a mortgage when the applicant has judgments. Usually judgments are paid in full 
prior to loan eligibility.  

¶ Open and Unpaid Non-Federal Judgments:  Non-Federal judgments that are open and unpaid are 
ineligible for the SFHGLP. 

¶ Exception to Open and Unpaid Judgments:  An exception to payment in full of outstanding 
judgments can be made when the applicant(s) have a payment arrangement with the creditor and 
have made regular and timely payments for the three months prior to loan application. Prepaying 
scheduled payments as a means of meeting minimum requirements is unacceptable. MiMutual will 
obtain a copy of the payment agreement and validate payments have been made in accordance 
with the payment agreement. The payment agreement will be included in the debt-to-income 
ratio.  

 
Unless precluded by state law, judgments of a non-purchasing spouse in a community property state will 
be paid in full or meet the exception guidance provided in the above paragraph. 
 
An applicant with an outstanding judgment obtained by the United States in a Federal Court, other than 
the United States Tax Court, is not eligible for a guaranteed loan. 
 

Chapter 7 Bankruptcy 
If the GUS underwriting recommendation is an Accept, no further documentation regarding the 
bankruptcy is required.  GUS has rendered an underwriting recommendation which has already considered 
the adverse credit. 
 

Chapter 13 Bankruptcy 
 

In Progress 
A Chapter 13 bankruptcy plan in progress does not disqualify an applicant from obtaining a mortgage 
loan, provided the following criteria can be met: 

¶ MiMutual documents 12 months of the debt restructuring plan has elapsed; and  

¶ The applicant’s payment performance has been satisfactory; and  

¶ All required payments were made on time; and 

¶ The applicant receives written permission from the bankruptcy court/trustee to enter into a 
mortgage transaction.  

 
When a plan is in progress and GUS has rendered an Accept recommendation, a credit exception is not 
required.  The Chapter 13 payment must be included on the Asset and Liabilities page of GUS for 
inclusion in the debt ratio. 
 
Completed 
With a GUS recommendation of Accept, the discharge date of the completed plan has been considered 
by the scorecard and is reflected in the overall credit score.  No additional documentation is required.  

 
Back to Top 
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Foreclosure / Deed-in-Lieu of Foreclosure 
An applicant is generally not eligible for a new guarantee, if during the prior three years, the applicant’s 
previous real property was foreclosed on or they have given a deed-in-lieu of foreclosure; however, an 
exception may be granted in accordance with guidance describing acceptable Credit Exceptions.   
 
The inability to sell the property due to a job transfer or relocation to another area does not qualify as an 
extenuating circumstance, and neither is divorce. However, an applicant whose loan was current at the 
time of a divorce in which the ex-spouse received the property and the loan was later foreclosed may 
qualify as an exception. 
 
If the applicant(s) has had a previous Agency loan that resulted in a loss to the Government, has been 
settled, or is subject to settlement, additional documentation may be required of the applicant(s) to 
determine if the loss incurred was beyond the control of the applicant and if any identifiable reasons for 
the loss still exist.  
 

Short Sales / Pre-Foreclosure Sales 
Short sales / pre-foreclosure sales will render the borrower ineligible for a mortgage loan if they pursued a 
short sale agreement on their principal residence to take advantage of declining market conditions and 
purchases at a reduced price a similar or superior property within a reasonable commuting distance. 
 
If an applicant was current at the time of the short sale, or in the case of divorce, at the time of the 
divorce, they may be eligible for a new mortgage loan. The prior mortgage payment history must reflect all 
mortgage payments due were made on time for the 12 month period preceding the short sale, or the time 
of the divorce, and all installment debt payments for the same period were also made within the month 
due. 
 
An applicant in default on their mortgage at the time of the short sale or pre-foreclosure sale is generally 
not eligible for a new mortgage loan for three years from the date of pre-foreclosure sale. 
 

Hardship Modification  
 

Purchases 
A previous hardship modification does not render a borrower ineligible for financing. However, short 
sale seasoning requirements must be met, and loan must receive a GUS Accept. 

 
Refinances 
Mortgages that have been modified due to a hardship are not eligible to be refinanced. 
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Collection Accounts  
Collection accounts may indicate an inability or unwillingness of the applicant to meet obligations as they 
become due. Whether a collection account represents a greater risk is entirely the underwriter’s decision, 
regardless of the credit score. This decision will be based upon several factors, including the credit profile of 
the applicant(s), the amount of meaningful financial reserves available, the unpaid balance of the collection 
accounts, and whether they pose a threat to the first mortgage lien and are likely to affect the applicant’s 
equity or ability to repay the requested loan.  MiMutual must conclude the applicant did not disregard his own 
financial obligations. Outside factors, such as disputes, illness, loss of job may have contributed.  All 
outstanding collection accounts will be evaluated, and additional analysis will be performed if the underwriter 
encounters collection accounts that have: 

¶ A record of irregular payments, 

¶ No satisfactory arrangements for repayment, or 

¶ Payment in full within the last 6 months just prior to application, unless the applicant had been 
previously making regular payments 

 
MiMutual’s underwriter will determine if an open collection account must be paid in full by the applicant prior 
to or at closing. MiMutual will consider the collection type, age, and its potential to negatively affect clear title 
to the subject property when making a determination. If MiMutual determines collection accounts may 
remain open and unpaid, we must document an adverse credit waiver on the underwriting analysis.  
 
For loans underwritten with GUS and receiving an “Accept” recommendation, MiMutual remains responsible 
for considering the existence of unpaid collections and the history of the collection accounts in the final credit 
analysis and loan making decision, subject to the Capacity Analysis below.  A letter of explanation or 
documentation supporting the presence of unpaid collections is not required.  Additionally, GUS “Accept” 
loans with collection accounts where “omit” was selected should have the “Notes” data field completed. The 
supporting documentation and underwriter rationale for the omission must be retained in the permanent loan 
file.   
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Capacity Analysis 
Unpaid open collections could affect the future ability of an applicant to repay a mortgage when creditors 
pursue collection. All collections and charge-offs must be listed on the loan application as liabilities.  
Collections meeting the omission policy noted below can be omitted from the total debt-to-income ratio.  
Additional documentation is not required to omit those collections meeting the criteria below.  In an effort 
to minimize future risk of open collections left unpaid, MiMutual will consider the following during the 
capacity analysis of the loan request, regardless of the method utilized to underwrite:  

¶ Determine if the total outstanding balance of all collections accounts of all applicants is equal to or 
greater than $2,000. Unless excluded by state law, collection accounts of a non-purchasing spouse 
in a community property state are included in the cumulative balance of all collections.  

¶ Remove all medical collections and all types of charge off accounts from the total balance. Medical 
collections and charge off accounts must be clearly identifiable on the credit report.  

¶ If the remaining outstanding balance of collection accounts are equal to or greater than $2,000, any 
of the following actions will apply:  
o Payment in full of all collection accounts at or prior to closing 
o Payment arrangements are made with each creditor for each collection account remaining 

outstanding. A letter from the creditor or evidence on the credit report is required to validate 
the payment arrangements. The agreed upon monthly payment for each outstanding collection 
account will be included in the borrower’s debt-to-income ratio.  

o In the absence of a payment arrangement, MiMutual will utilize in the debt-to-income ratio a 
calculated monthly payment. For each collection, utilize 5% of the outstanding balance to 
represent the monthly payment.  

¶ If the remaining outstanding balance is less than $2,000, the underwriter will determine if payment 
in full is required per guidance above.   

 
 
 
 
 

Charge-Off Accounts 
A charge-off is already reflected in the credit score, and does not need to be included in the applicant’s long-
term liabilities or debt.  If the applicant has entered into an agreed-upon repayment plan with the creditor, a 
liability payment will be included in the long-term liability/debt.  No documented credit exception is required. 
 
 

Bankruptcy Discharged / Foreclosure Pending 
If an applicant has a real estate mortgage discharged in a Chapter 7 bankruptcy, but the lender has yet to 
conclude their foreclosure action, the applicant is still in ownership of this property.  The title must be quit 
claimed to the lender in order to relieve the applicant from ownership of the property, as well as remove 
responsibility for real estate taxes and homeowner association dues.  Until the title is transferred out of the 
applicant’s name, they will not meet the requirements of eligibility for a guaranteed loan. 
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Manual Downgrades 
The following represent examples of when MiMutual will downgrade an Accept underwriting 
recommendation to a Refer and manually underwrite.  A request for a conditional commitment occurs in GUS 
when MiMutual performs a final submission on the credit and underwriting page. 

¶ Unable to validate the credit score:  The underwriting score located in the Credit Report section of the 
GUS Underwriting Findings Report cannot be validated.  Non-traditional credit must be utilized to 
support the credit reputation of the applicants. 

¶ Manually input liabilities:  Accounts that have been manually input into the liabilities section of GUS 
and do not appear on the credit report have not had the opportunity to be considered in the credit 
evaluation by GUS.  This will require an Accept underwriting recommendation to be downgraded to a 
Refer.  Exceptions to the downgrade include manual entry of child support, alimony, or garnishments 
from the applicant’s salary.  Credit supplements obtained outside of GUS may not be used to verify 
debts to retain an Accept recommendation 

¶ Disputed accounts:  Disputed accounts as further outlined in Disputed Accounts may require a manual 
downgrade of an Accept underwriting recommendation 

¶ Authorized user accounts:  Tradelines that are authorized user accounts that do not meet the criteria 
as outlined in Authorized User Tradelines may require a downgrade of an Accept underwriting 
recommendation 

¶ Potential derogatory or contradictory information:  If MiMutual is aware of any potential derogatory or 
contradictory information that is not any part of the data submitted to GUS, or if there is any 
erroneous information in the data submitted to GUS.  GUS will evaluate credit for significant credit 
indicators such as bankruptcy discharges, foreclosure sales, Deed-in Lieu of foreclosure, and late 
mortgage payments.  MiMutual must independently review information regarding the following: 
o Pre-Foreclosure Sale:  a pre-foreclosure sale (short sale) transfer occurred within three years of the 

request for Conditional Commitment. 
 
 

Payment Shock 
For loans underwritten with the assistance of GUS, and that receive an Accept recommendation, payment 
shock is part of the underwriting risk evaluation and is not subject to further evaluation or documentation 
unless disclosed in the GUS Underwriting and Findings Analysis.  
 
 

Consumer Credit Counseling 
CCC on a loan with a GUS “Accept” recommendation is permitted with no further explanation or additional 
documentation required, as the credit scores used in the AUS analysis reflect the degradation in credit history.  
The repayment plan payment(s) must be included on the Assets and Liabilities page of GUS for inclusion in the 
ratios. 
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Borrowers/Co-Borrowers  
 

Occupying  
MiMutual requires a minimum 580 middle credit score for all borrowers.  

 

Non-Occupying Co-Borrowers  
MiMutual does not allow non-occupant co-borrowers on RD loans. 

 
 

Disputed Accounts    
When an applicant’s credit report indicates that a tradeline or public record is in dispute, a GUS 
recommendation of “Accept” may need to be manually downgraded to a “Refer” and manually underwritten. 
However, a downgrade is not required if any of the following conditions are met with regards to the disputed 
item listed on the credit report:  

¶ The tradeline has a zero dollar balance,  

¶ The tradeline is marked “paid in full” or “resolved”, or 

¶ The tradeline has a balance owed of less than $500 and is more than 24 months old. 
 

 

Co-Signed Debts  
Debts which have been co-signed (also known as a co-borrower, joint obligor, or guarantor) are considered a 
contingent liability.  A contingent liability exists when an individual is held responsible for payment of a debt if 
another party, jointly or severally obligated, defaults on the payment.  A contingent liability applies and the 
debt will be considered in the total debt ratio unless the applicant provides evidence another obligor has 
made the payment in the previous 12 months prior to loan application.  If the applicant can provide conclusive 
evidence from the debt holder that there is no possibility that the debt holder will pursue debt collection 
against the applicant should the other party default, the 12 month history is not required.  Acceptable 
evidence that demonstrates the remaining co-obligor’s history of making regular payments during the 
previous 12 months includes cancelled checks, money order receipts, and/or bank statements of the co-
obligor.  Late payments reported in the previous 12 months prior to application will require the monthly 
liability to be included in the long-term repayment ratio of the applicant.  Debts identified as “individual” on a 
credit report will always be considered in the debt ratio, regardless of what party is making the monthly 
payments, because the legal obligation resides with the applicant.  
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Obligations Requiring Inclusion in DTI 
Applicants are considered to have repayment ability when they do not have to spend more than 41 percent of 
repayment income on total debt.  Total debt includes monthly housing expense PITI plus any other monthly 
credit obligations incurred by the applicant.   
 
An applicant’s debt must be documented through various records including a credit report, direct or third-
party verifications, court documents, and verifications of deposit for loans.  All applicant open debts / 
accounts (including charge-offs and judgments) incurred through the Note date must be included in the 
calculation of debt payment-to-income ratio and captured under liabilities on the application.  Monthly 
obligation expenses include: 

 

Installment Debt 
Installment debt (installment loans, child support, alimony, student loans, and other continuing 
obligations) will only be considered if the debt will be retired in more than ten months. However, if the 
monthly payment on the debt is substantial (borrower’s income, assets, amount of overall credit and 
current spending habits will be taken into consideration when determining if payment is “substantial”), the 
payment will also be included in long term debt.   
 
If a payment is not listed, MiMutual may use the greater of 5% of the loan balance or $10.00. The amount 
due as reflected on a current statement may be used as well. 
 

Revolving Accounts 
Revolving debts with reported loan balances on the credit report must have a monthly payment included 
in the debt ratios.  If a payment is not listed, MiMutual may use the greater of 5% of the loan balance as 
reported on the credit report or $10.00. The amount due as reflected on a current statement may be used 
as well.  If the applicant provides documentation from the creditor to confirm a lower monthly payment is 
due, this payment may be used.  Revolving accounts with no outstanding balance do not require an 
estimated payment to be included in the ratio, or to be closed to exclude a payment from the long-term 
debt ratio.  The total debt ratio must include all revolving debt, regardless of when the debt will be retired. 
 

30-Day Accounts 
A 30-day account is a credit arrangement requiring the applicant to pay off the outstanding balance on the 
account every month.  MiMutual must verify the outstanding balance is paid in full on every 30-day 
account each month for the past 12 months.  30-day accounts that are paid monthly in full are not 
included in the applicant’s long-term debt ratio.  If the credit report reflects any late payments in the last 
12 months, a long-term monthly payment will be included.  MiMutual will utilize 5% of the outstanding 
balance as the applicant’s monthly debt.   The credit report will be utilized to document the applicant paid 
the balance on the account monthly for the previous 12 months. 

 

Projected Obligations 
If a debt payment is scheduled to begin within 24 months of the mortgage loan closing, including personal 
loans with deferred installments (not including student loans) and balloon payments, MiMutual must 
include the anticipated monthly obligation in the underwriting analysis.  If the actual payment on a 
deferred loan is unknown, MiMutual will estimate the monthly payments using 5% of the outstanding 
balance. 
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Child Support, Alimony, Garnishments 
Applicants obligated to pay child support, alimony, garnishments, or other court ordered debts must have 
these payments included in the debt ratio. If the applicant has a release of liability from the court/creditor, 
the debt can be excluded.  
 
The manual entry of these obligations in GUS will not require an underwriting recommendation of 
“Accept” to be downgraded to a “Refer.” 

 
Student Loans 
 

Fixed Payment Loans 
A permanent, amortized, fixed payment may be used in the debt ratio when MiMutual obtains 
documentation to verify the payment is fixed, the interest rate is fixed, and the repayment term is 
fixed. 

 
Non-Fixed Payment Loans 
Payments for deferred loans, Income Based Repayment (IBR), Graduated, Adjustable, and other types 
of repayment agreements which are not fixed cannot be used in the total debt ratio calculation.  One 
percent of the loan balance reflected on the credit report must be used as the monthly payment.  No 
additional documentation is required.  

 

Previous Mortgage 
All previous mortgage liabilities disposed of through a sale, trade, or transfer without a release of liability 
must be included in the debt ratio calculation unless evidence can be obtained to confirm the remaining 
party (or new owner) has successfully made the payments over the last 12 months prior to loan 
application.  Taxes and insurance must be included unless it can be documented that the borrower no 
longer holds title to that property.  Documentation to be obtained includes: 

¶ In the case of divorce, MiMutual will obtain a copy of the divorce decree ordering the spouse to 
make payments 

¶ If the loan was assumed, sold, or traded without a release of liability, a copy of the assumption 
agreement (as applicable) and deed showing transfer of title out of the applicant’s name must be 
obtained  

¶ Documented evidence the new owner has been making regular payments during the previous 12 
months with no history of delinquent payment on the loan during that time.  A payment history 
showing that the mortgage has been current during the previous 12 months may be reported 
through the credit report or verification may be obtained from the servicer of the assumed loan 

¶ Loans that are transferred, sold, or traded with a history of delinquent payments within the 
previous 12 months prior to application will be included in the applicant’s monthly obligation 

 

Collection Accounts 
Collection accounts will be included in the total debt ratio. 
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Judgment Accounts 
Judgments with a repayment plan already established and a history of consistent repayment underway will 
be included as a long-term obligation unless less than 10 months of the repayment remains and MiMutual 
determines the debt does not have a significant impact on the repayment of the applicant (see Short-Term 
Obligations).  A letter from the creditor or evidence on the credit report is required to validate the 
payment arrangements and payment history.  Refer to Non-Federal Judgments for further detail. 

 

Short-Term Obligations 
Short-term obligations are those that are considered to have a significant impact on repayment ability, 
such as large medical bills and car or other credit payments.  A significant impact on repayment is defined 
as 5% or greater of the gross monthly income of the applicant.  Installment debt can be paid down prior to 
underwriting to repayment balance less than 10 months; however, underwriters can include any debt in 
their underwriting analysis that is considered a significant impact to the applicant’s ability to repay the 
debt. 

 
 

Obligations Not Considered Debt   
Obligations not considered or included in the total debt-to-income ratio calculations include: 

¶ Medical collections; 

¶ Federal, state, and local taxes; 

¶ Federal Insurance Contribution Act (FICA); 

¶ Other retirement contributions such as 401(k) accounts, including the repayment of loans secured by 
401(k) funds; 

¶ Automatic deductions to savings accounts, mutual funds, stocks, bonds, certificates of deposit, 
including the repayment of loans secured by such funds; 

¶ Collateralized loans secured by depository accounts; 

¶ Utilities; 

¶ Insurance, other than property insurance; 

¶ Commuting costs; 

¶ Union dues; 

¶ open accounts with a zero balance; 

¶ child care; and 

¶ voluntary deductions 
 
 

"ÕÓÉÎÅÓÓ $ÅÂÔ ÉÎ "ÏÒÒÏ×ÅÒȭÓ .ÁÍÅ 
Business debts (i.e. car loan) reported on the applicant’s personal credit report may be excluded from the debt 
ratio if this debt is paid through a business account.  Acceptable evidence to confirm includes 12 months of 
cancelled business checks or bank statements from the business account. 
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Authorized User Tradelines 
Any open authorized user tradelines reported on the credit report must be an accurate reflection of the 
applicant’s independent approach to credit repayment and credit history.  Closed authorized user accounts 
require no consideration.  An authorized user account that is classified as “terminated” on the credit report is 
equal to a closed tradeline. 
 
A GUS recommendation of “Accept” when open authorized user tradelines exist will require one of the 
following: 

¶ Evidence another applicant on the mortgage loan application owns the tradeline in question, 

¶ Evidence the owner of the tradeline is the spouse of an applicant 

¶ Evidence the applicant has been making payments on the account for the last 12 months 

¶ There are two or more other tradelines listed on the credit report, which are not authorized user 
accounts, with at least 12 months of payment history listed to validate the credit score.  

 
If one of these conditions cannot be met, the underwriting recommendation of “Accept” is not valid, and must 
be manually downgraded to a “Refer”.   
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Employment/Income 

MiMutual must examine the past 2 years of income history, and document all gaps in employment of greater 
than one month over the last two years. It remains MiMutual’s responsibility to determine stable and 

dependable income, which includes the analysis of gaps in employment as it relates to the probability of 
continued income. MiMutual may favorably consider an applicant if they change jobs frequently within the 
same line of work but continue to advance in earnings, as applicants who are able to earn consistent and 

predictable income perform equally with those employed by a single employer. Large fluctuations in income 
are ALWAYS subject to underwriter discretion.  MiMutual will do a phone verification of employment on all 

loans within 10 days of closing.   
 

MiMutual will require IRS transcripts for the previous 2 years to validate all income for all adult household 
members.  All 4506T results must be obtained by MiMutual. 

 
 

Documentation Requirements 
All documentation must be from a reasonably reliable third-party source, and must satisfy the requirements of 
the Ability to Repay Rule. 
 
 

Annual Income vs. Repayment Income  
The annual income calculation is used to determine eligibility for the USDA Guaranteed Loan program.  It 
includes all eligible income as described below for applicants and adult household members (age 18 and up).  
In order to be eligible for a Rural Development guaranteed loan, the adjusted annual income cannot exceed 
the maximum allowable income limit set forth in Rural Development Instruction. Borrowers must meet the 
income eligibility utilizing the Income Eligibility Worksheet from the USDA Rural Development website, which 
should be printed and retained with income docs. Click on the link below: 
http://eligibility.sc.egov.usda.gov/eligibility/incomeEligibilityAction.do?pageAction=state&NavKy=income@11 
 
For a list of Single Family Housing Income Limits by county, click on the link below:   
http://www.rd.usda.gov/files/RD-GRHLimitMap.pdf 
 
The repayment income calculation will include only the stable and dependable income of the applicants that 
will be a party to the note. 
 
Income documentation is required for all income-earning members of the household, even if the household 
member is not a borrower on the mortgage transaction and/or if the income is not used for qualification. 
 
MiMutual’s worksheet for documenting eligible household income and repayment income is part of a 
complete Form RD 3555-21. 
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Determining Annual Income 
All household income for the previous 2 years will be verified and considered to determine borrower(s) 
eligibility for GRH program (“Annual Income”).  If any adult member of the household is not presently 
employed but there is a recent history of such employment, that person’s income will be considered in the 
calculation of annual household income. If the person involved is not presently employed and does not 
intend to resume employment in the foreseeable future, the applicant(s) and the person involved must 
sign a statement to such, which will be retained in the permanent loan file. All eligible income may not be 
acceptable as qualifying income.   

¶ Use the gross amount, before any payroll deductions, of base wages and salaries, overtime pay, 
commissions, fees, tips, bonuses, housing allowances and other compensations for personal 
services of all adult members of the household.  If a cost of living allowance or a proposed increase 
in income has been estimated to take place on or before loan approval, it will be included in the 
annual income calculation to determine household eligibility for the SFHGLP. 

¶ The income from an applicant’s spouse, unless the spouse has been living apart from the applicant 
for at least 3 months (for reasons other than military or work assignment), or court proceedings for 
divorce or legal separation have been commenced, will be included in the calculation of annual 
income 

¶ Any withdrawal of cash or assets from the operation of a farm, business, or profession, or salaries 
or other amounts distributed to family members from the farm, business, or profession, will be 
included in income, except to the extent that the withdrawal is for reimbursement of cash or assets 
invested in the operation by a member of the household 

¶ A deduction is allowed for verified business expenses, such as lodging, meals, and fuel, for business 
trips made by salaried employees, such as long-distance truck drivers, who must meet these 
expenses without reimbursement 

¶ For home-based operations such as child care, product sales, and the production of crafts, housing 
related expenses for the property being financed such as mortgage interest, real estate taxes, and 
insurance, which may be claimed as business expense deductions for income tax purposes, will not 
be deducted from annual income 

¶ Interest, dividends, and other net income of any kind from real or personal property, including: 
o The share received by adult members of the household from income distributed from a trust 

fund 
o Any withdrawal of cash or assets from an investment except to the extent the withdrawal is 

reimbursement of cash or assets invested by a member of the household 

¶ Where the household has net family assets in excess of $5,000, the greater of the actual income 
derived from all net family assets or a percentage of the value of assets based on the current 
passbook savings rate 

¶ The full amount of periodic payments received from Social Security (including Social Security 
received by adults on behalf of minors or by minors intended for their own support), annuities, 
insurance policies, retirement funds, pensions, disability or death benefits, and other similar types 
of periodic receipts. However, deferred periodic amounts from supplemental income and social 
security benefits that are received in a lump sum amount or in prospective monthly amounts are 
not counted. 

¶ Payments in lieu of earnings, such as unemployment and disability compensation, workers 
compensation, and severance pay 

¶ Public assistance unless excluded by law 
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¶ Periodic allowances, such as: 
o Alimony and child support awarded by the court in a divorce decree or separation agreement 

unless the applicant certifies the payments are not received, and the applicant provides 
documentation that he or she has taken all reasonable legal actions to collect amounts due, 
including filing with the appropriate courts or agencies responsible for enforcing payment; or 

o Recurring monetary gifts or contributions from an organization or person who is not a member 
of the household 

¶ All regular pay, special pay (except for persons exposed to hostile fire), and allowances of a 
member of the armed forces who is the applicant or spouse, whether or not that family member 
lives in the home 

 

Determining Repayment Income 
Generally, qualifying income will be calculated by considering the applicant’s two-year history.  Applicants 
that have not been employed for 12 months with their current employer or have experienced a significant 
earnings increase are considered high risk.  MiMutual will ensure the applicant will have the required 
stable and dependable income to carry the mortgage debt.  Caution will be utilized when the applicant’s 
employment includes a probationary period.  We may consider reasonable allowances for applicants with 
less than 12 months job time with their current employer under the following circumstances: 

¶ The applicant has recently changed jobs but remains in the same line of work, 

¶ The applicant frequently changes jobs but demonstrates income continuity, 

¶ The applicant is a recent graduate (as evidenced by college transcripts) or a recent member of the 
military (as evidenced by discharge papers) entering the civilian workforce, 

¶ The applicant has recently reentered the workforce after an absence to care for a family member 
or minor child, or an extended medical illness 

 
Income documentation is required for all income-earning members of the household, even if the 
household member is not a borrower on the mortgage transaction and/or if the income is not used for 
qualification.  

 

Temporarily Absent Household Members 
Household members may be temporarily absent from the household for a variety of reasons, such as 
temporary employment or students (18 and older) who live away from home during the school year.  The 
income of these household members is considered when computing annual income, except that for full-
time students, only the first $480 of earnings is counted. 
 
A student is considered a member of the household if either of the following conditions is met: 

¶ The student lives or proposes to live in the dwelling at any time during the coming 12 months, or 

¶ The property is listed as the student’s permanent address 
 

If the absent person is not considered a member of the household and is not a party to the Note, 
MiMutual must not count that individual’s income when calculating annual income, must not consider that 
person when determining deductions for adjusted annual income, and must not consider that individual as 
a family member when determining which income limit to use. 
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Hourly or Salaried Employees 
Two options are available to verify income of employed loan applicants and adult household members:  

¶ Verification of Employment (VOE) (Form RD 1910-5 or equivalent) or a VOE supplied by an 
employment verification service (The Work Number) that reflects complete earning 
information/responses to questions AND the most recent paycheck stub with year to date (YTD) 
earnings; or 

¶ Paycheck stubs or payroll earnings statements covering the most recent 30-day period with YTD 
earnings,W-2 forms for the previous 2 tax years AND a telephone verification of current employment. 

 
Income documentation must identify the applicant as the employee and show the time period covered by the 
verification along with both the current period earnings and year to date earnings. The original documents 
must not contain any alterations, erasures, correction fluid, or correction tape. All income verifications must 
pass directly between the loan originator and the employer. 
 
 

Additional Income Sources 
Additional income sources require a two year history of receipt and a consistent income stream, and must 
have a likelihood of continuance.  If there is a significant variance in annual earnings in these categories, a 
period of more than two years may be utilized to arrive at a reasonable figure.  Any substantial declines from 
one year to the next will be closely analyzed by the underwriter, and the use of the income is subject to their 
discretion. 
 
Annual Income: MiMutual will consider the previous history of these income types from the same employer 
(or same line of work), along with employer verification of continuance. 
 

Overtime and Bonus Income   
Periods of overtime and bonus income received for less than two years (but not less than one year) may be 
acceptable and will be considered on a case-by-case basis.   
 

Second Jobs/Part-Time Income   
Periods of Second Jobs/Part-Time Income received for less than two years may be acceptable if MiMutual 
is able to determine through employer verification that the income’s continuance is likely at the level of 
receipt verified in the past, and will be considered on a case-by-case basis.  To utilize income from second 
or part time jobs, the income must be reported on the applicant’s individual federal income tax return for 
the most recent two year period. 

 

Commission Income   
Commission income includes borrowers paid piece work/piece job, truckers paid per mile, etc.  Periods of 
commission income received for less than two years may be acceptable and will be considered on a case-
by-case basis, but commission income earned for less than one year will not be considered effective 
income. In addition to normal employment documentation, copies of tax returns for the last two years are 
required.  Any Unreimbursed Business Expenses must be subtracted from the borrower’s qualifying 
income prior to calculating the housing and debt-to-income ratios. 
 

Back to Top 

  



Guaranteed Rural Housing Guidelines  |  Employment/Income 

05.07.2018                                                                                                                                                                      50 

Seasonal Employment 
Seasonal income may be used to qualify the borrower, permitting: 

¶ It can be verified that the borrower has worked in the same job (or the same line of seasonal work) 
for the past 2 years 

¶ The borrower’s employer can confirm that there is a reasonable expectation that the borrower will 
be rehired for the next season 

 
To utilize income from seasonal employment, the income must be reported on the applicant’s individual 
federal income tax return for the most recent two year period. 
 

1099 Employees 
Provide last two years tax returns and one computer generated pay stub no more than 30 days old at time 
of closing, showing year-to-date earnings. 
 

Dividend/Interest 
Dividend and interest may be used as income provided any funds derived from these sources, and 
required for closing, must be subtracted before the projected interest or dividend income is calculated. 
The applicant must provide tax returns for the previous two (2) years along with verification of current 
assets via bank statements, verification of deposits, etc. This income will be averaged over two (2) years or 
calculated at current market interest rates, whichever is less. Documentation of sufficient assets remaining 
after closing to support continuance of the dividends and interest income as the level used for 
qualification for the next three years is required.     
 
                                                         

Union Employees  
Union employees who receive their compensation from multiple employers based on assignments from their 
local labor union are acceptable, and not deemed unstable.  Income may be used to qualify the borrower 
provided: 

¶ The union provides a letter verifying the borrower is currently a member in good standing 

¶ Most recent paystub is provided verifying borrower is currently employed 

¶ W2 statements for all jobs in the last 3 years are provided, supporting a history of employment with 
the union 

 
 

Unemployment / Public Assistance 
Unemployment and Public Assistance benefits will be considered as repayment income if they are properly 
documented by letters or exhibits by the paying agency. The amount, frequency and duration of payments 
must be stated in the verifying documents. If an individual receives unemployment benefits as a regular part 
of his/her income, MiMutual requires copies of tax returns for the past two (2) years to establish a history of 
receipt. This income must be documented as on-going for a minimum of three (3) years.  These benefits may 
be considered as stable and dependable income for individuals employed on a seasonal basis (ex: farm 
laborers, construction workers, etc).  Applicants with a sole source of unemployment benefits are not eligible. 

 
To determine annual income, unemployment compensation must be computed as the estimated amount for 
the upcoming 12 months with consideration to the history of this income type for the previous 12 months.  
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Self-Employed Borrowers  
Any individual who has a 25% or greater ownership interest in a business is considered to be self-employed. 
Even if the income from the self-employed borrower’s business is not used for qualification purposes, the 
business must still be analyzed to ensure that it will not negatively affect the borrower’s personal income or 
assets.  When the borrower is self-employed, the borrower’s last two years complete tax returns (business 
and personal) must be obtained and analyzed on a cash flow analysis form to determine the impact of any 
business losses on the income used to qualify, regardless of whether or not the self-employment income is 
being used to qualify.  Additionally, a signed year-to-date profit and loss statement  and a balance sheet are 
required if more than a calendar quarter has elapsed since the date of the most recent calendar or fiscal year-
end tax return was filed by the borrower, with no exceptions.  It is underwriter discretion if the Profit and Loss 
Statement will be required to be prepared and signed by an accountant. 
 
Business losses will count as zero for annual income calculation.  Business losses must be deducted from 
repayment income prior to calculating debt ratios.  It is not counted as recurring debt. 
 
 

Situations Requiring Last Two Years Tax Returns 
¶ Self-Employed borrowers 

¶ Commissioned borrowers 

¶ Borrowers employed by a relative or closely-held family business. 

¶ Borrowers who are not commissioned, but need to validate their expenses (such as truck drivers or 
borrowers paid “piece work”, etc.) 

¶ Borrowers using dividend and interest income to qualify 

¶ Borrowers receiving commission or bonus income ≥ 25% of their base pay 

¶ Borrowers using rental income to qualify 
 
 

Child Support / Alimony / Separate Maintenance 
Child support, alimony, and separate maintenance can be considered as repayment income if the payments 
are to be received for at least the first three years of the mortgage.  Obtain evidence the payments have been 
received for the past 12 months.  Acceptable evidence includes deposit slips, canceled checks, court records, 
or tax returns. 
 
Annual Income:  Payments received for these income types must be included in annual income; however, they 
may be excluded if court-ordered payments are not received for an extended period of time, and a reasonable 
effort has been made to collect them through the official entity responsible for enforcing such payments. 
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Social Security/Retirement Income 
Social Security income and retirement income (such as pensions, annuities, 401K distribution, etc) may be 
verified by letters from the organizations providing the income, copies of the retirement award letters (with 
photocopies of canceled checks attached), tax returns, or IRS W2 forms.   Payments must continue for at least 
the first three years of the mortgage. Consistent history of receipt must also be verified. 
 
Annual Income: Social Security/retirement payments that have a history of receipt and will continue for the 
next 12 months must be included in annual income. 
 
 
 
 
 
 

Social Security (Long Term) Disability Income  
A borrower receiving Social Security income as a result of a long-term disability does not have a defined 
expiration date and must be expected to continue. The required documentation to verify the amount of the 
monthly benefit is:  

¶ a copy of the Social Security Disability Income (SSDI) award letter; or 

¶ current bank statement reflecting direct deposit of benefit and previous year’s 1099; or 

¶ current bank statement reflecting direct deposit of benefit and previous year’s tax return reflecting 
receipt of benefit 

 
 

Social Security Income Received for a Child  
SSI received for a child (providing the minor is a member of the household) requires documentation the 
income will continue for at least the first full three years of the loan (from loan closing date) or the income 
may only be considered as a compensating factor. Documentation required:  

¶ The child’s Award Letter; and  

¶ Birth certificate reflecting the child is ≤14 years old (if the child is 15 or older there is not a 3 year 
continuance of income) 
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Military Income  
In addition to base pay, military personnel may be entitled to additional forms of pay. Income sources such as 
variable housing allowances, clothing allowances, flight or hazard pay, rations and proficiency pay may be 
used for repayment income provided it is verified as stable and dependable. Additional consideration for the 
tax-exempt nature of these payments may be applied.  If the applicant is a member of a reserve component of 
the United States Armed Forces, MiMutual may consider the reserve duty income for qualifying. 
 
Annual Income: The hazardous duty pay to a service person exposed to hostile fire is not included in the 
annual income calculation. Other pay allowances and types should be included for annual income purposes 
when there is a history of receiving these income types and they will continue to be paid 
 
 

Foster Care Income  
This income may be not considered when determining repayment income.  Relation to the applicant will not 
render these payments eligible. 
 
Annual Income: Payments received for the care of foster children should not be included in the annual income 
calculation. 
 
 

Tax Exempt Income  
Certain types of income are not subject to Federal income tax.  Examples of non-taxable income are: 
¶ Social Security 

¶ Child Support 

¶ Foster Care 

¶ VA Benefit 
o The remainder of educational grants, scholarships, or VA benefits available for subsistence after 

deducting expenses for tuition, fees, books, and equipment must be considered as annual income 

¶ Military Allowances: Basic Allowance for Housing (BAH), Basic Allowance for Subsistence (BAS), 
clothing allowances, hazard pay, rations allowance, combat pay, flight pay, overseas pay, etc. 
o Hazardous duty pay to a service person exposed to hostile fire is not included in the annual income 

calculation. 
 
 
 
Tax-free income used for repayment may be grossed-up for purposes of calculating the debt-to-income ratio, 
and requires a minimum 3 year continuance to be used for qualifying. Income that has been verified to be tax 
exempt may be grossed up by 25% (in other words, multiplied by 125%). No other adjustments for tax exempt 
income are authorized.   
 
Annual Income:  Tax-exempt income sources should not be grossed up for annual income purposes. 
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VA Benefits / Scholarships / Tuition 
Direct compensation from the U.S. Department of Veterans Affairs (VA), (i.e., regular payments for a service 
related disability), can be included as repayment income upon VA verification. Education benefits paid to a 
Veteran for use in meeting the costs of tuition, fees, books and equipment may not be considered for 
repayment income. 
 
Annual Income: Direct compensation payments and the remainder of educational grants, scholarships or VA 
benefits available for subsistence after deducting expenses for tuition, fees, books and equipment must be 
considered as annual income. 
 
 

Foreign Income 
Foreign income will be considered as acceptable for qualifying only if the income is claimed on US Tax Returns 
and verifiable via 4506T results. 
 
 

Projected Income 
Projected or hypothetical income is not acceptable for repayment purposes. However, exceptions are 
permitted for income from cost-of-living adjustments, performance raises, bonuses, etc. which are both 
verified by the employer in writing and scheduled to begin within 60 days of loan closing. For those applicants 
about to start a new job, if the applicant has a firm offer letter from the new employer indicating the job that 
will begin within 60 days of loan closing, the income is acceptable for qualifying, and repayment, purposes. 
 
MiMutual must also verify that the applicant will have sufficient income or cash reserves to support the 
mortgage payments and any other obligations during the interim between loan closing and the start of 
employment. This may be appropriate for situations such as a teacher whose contract begins with the new 
school year, or a physician beginning residency after the loan is scheduled to close. However, if the loan will 
close more than 60 days before the employment begins, the income cannot be counted for repayment 
purposes. Full documentation must be utilized on this type of income. In the absence of a payroll statement to 
support income earned for new jobs, a copy of the contract with the employer that validates the amount of 
income to be earned should be obtained. 
 
 

Housing Allowance 
The amount of these payments may be considered in repayment income when they are verified as likely to 
continue into the first 3 years of the mortgage.  The mortgage payment should not be offset with this amount. 
 
Annual Income:  The amount of these payments should be included as gross income when calculating the 
annual income. 
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Short Term Disability / WorkerȭÓ #ÏÍÐ  
Not eligible for repayment income. No Exceptions. 
 
Annual Income:  Worker’s Compensation must be supported with the most recent award or benefit letter 
prepared and signed by the authorizing agency to verify the non-employment income. Computed annual 
income will be the estimated amount for the upcoming 12 months with consideration to the history of this 
type of income for the previous 12 months.  
 
 

Reentering the Workforce 
Applicants may re-enter the workforce after an absence to care for a family member or minor child, extended 
medical illness, or other reasonable circumstances, and have less than a two-year employment and income 
history.  This type of income source may be considered as repayment income if the applicant has been at the 
current employer for a minimum of six months and there is evidence of a previous employment history. 
 
 

Unreimbursed Business Expenses  
Unreimbursed Business Expenses from Schedule A / Form 2106 must be deducted from the borrower’s 
qualifying income. A 2 year average must be taken, unless the expenses are increasing from year to year.  In 
this case, a 12 month average of the most recent (higher) year must be used. 
 
Annual Income:  The amount of Unreimbursed Business Expenses must be deducted. 

 

Mileage Reimbursement 
If an applicant utilizes the standard per-mile rate to calculate applicable automobile expenses, as opposed to 
the actual cost method, the portion that the IRS considers depreciation may be added back to income. The 
amount of depreciation claimed must be listed on the appropriate IRS tax forms to support this addition to 
repayment income. 
 
 

Automobile Allowances 
Include the amount of these payments that exceed the actual expenditure for which the allowance is provided 
(the difference between the automobile allowance and the 2106 expense may be added to income if positive 
or must be treated as a liability if negative). Documentation must be provided from the employer that the 
income has been received for the previous two years and payments will continue for the next three years.  
 
If the applicant uses the standard per-mile rate in calculating automobile expenses, as opposed to the “actual 
cost” method, the portion the IRS considers depreciation may be added back to repayment income.  The 
monthly debt payments for these items must be included in the debt ratios, and must not be offset by the car 
allowance. 
 
Annual Income: If the allowance/reimbursement is shown on the paystub as “gross earnings” they must be 
included in the annual income calculation. 
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Rental Income 
Applicants may retain one single-unit dwelling in addition to the new dwelling (primary residence) purchased 
with a guaranteed loan.  The dwelling retained may not be financed with a USDA-guaranteed loan, or have a 
Section 502 or 504 loan or active grant.  See Ownership in Multiple Properties for further detail. 
 

Repayment Income for Rents Received 24 Months or More 
When applicants can demonstrate rental income is stable and dependable, as evidenced and documented 
with the most recent two years tax returns and a copy of the current written lease executed by the 
homeowner and the lessee, the net rental income can be considered for repayment ratios. IRS Form 1040 
with Schedule E is required to verify all rental income. A two year average of depreciation or depletion 
shown on Schedule E may be added back to the net income or loss for repayment income, less any 
monetary obligations associated with the property not captured on Schedule E (i.e. monthly principal 
payment). Positive rental income is considered gross income for repayment income, while negative 
income must be treated as a recurring liability (not as a deduction from repayment income).   

 

Repayment Income for Rents Received Less Than 24 Months 
Applicants retaining their existing dwelling must qualify for all mortgage liability payments. Newly signed 
leases have no historical basis to conclude that the income is likely to continue, and cannot be used for 
repayment ratio calculation. Rents received less than 24 months do not represent a stable continued 
source of income for repayment income due to lack of history, and cannot be used when qualifying the 
loan request. The exclusion of rental income will ensure the applicant has sufficient monthly income to 
meet all mortgage and liability payments. However, the corresponding mortgage liability associated with 
the retained dwelling must be included in the long-term debt liability. 

 

Annual Income Calculation 
Any positive net rental income will be included in the calculation of annual income to determine eligibility 
of the household. Rental income must be considered in the annual income analysis, regardless of its 
duration. Rental income, for annual income purposes, is considered the total rental real estate income 
amount reported on the most recent IRS Form 1040 Schedule E for the previous 12 months. In the absence 
of a Schedule E, canceled checks, money order receipts, bank statements or other documentation may be 
used to support the amount of rents received for annual income purposes. Any negative net rental income 
is treated as zero for the purposes of calculating annual income. 

 

Documentation Requirements 
Rental income for repayment purposes must be documented with the applicant’s income tax Form 1040 
Schedule E for the past two years, and a copy of the written lease agreement executed by the homeowner 
and lessee. 

 
 

Non-Working Borrowers 
A non-working borrower, co-borrower, or eligible household member must provide an affidavit that they are 
not currently working or seeking work, which must be signed by that party and all applicants.   
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Assets as Income 
The assets of all household members should be considered when calculating the annual income.  Many types 
of assets generate income that must be included in the calculation of annual income. Applicants must provide 
information about assets at the time of loan application. Agency forms can be used to verify assets; however, 
equivalent forms or other types of documentation may be used if they provide all of the essential information 
that is required by the Agency’s forms contained in Appendix 2. 
 

Non-Retirement Assets that Must be Considered 
¶ Cash on hand and funds in savings or checking accounts: Obtain the average two month daily 

balance of accounts of the two most recent consecutive monthly bank statements. MiMutual must 
review documentation for evidence of any additional household income. Large deposits may 
indicate additional income. Review unusual deposits that are not consistent with previous history 
to determine the source and reoccurrence of funds;  

¶ Earnest money deposit on the sales contract can be considered an asset if the deposit is not 
already reflected in a liquid asset account;  

¶ Stocks, bonds, savings certificates, certificates of deposit, money market funds, and other 
investment accounts. The monthly or quarterly statement provided by the stockbroker or financial 
institution managing the portfolio may be used to verify the value of these securities. Government 
issued bonds such as savings bonds are counted at original purchase price, unless eligibility for 
redemption and redemption value are confirmed. Equity in real property or other capital 
investments, other than the subject dwelling or site of the loan request. Documentation to support 
the value of the property or investment and evidence of income received from investments must 
be obtained;  

¶ Sales proceeds of real property sold. Obtain a final HUD-1 or equivalent closing statement to 
indicate cash sales proceeds realized by the applicant. Proceeds from the sale of property should 
be included in the applicant’s liquid assets;  

¶ Amounts in trust funds that are available to the household. Obtain a copy of the Trust Agreement 
or other trustee statement confirming the amount of trust, frequency of payment (if any) and 
duration of account;  

¶ Income from assets disposed of for less than fair market value during the two years preceding the 
determination of annual income. Provide evidence of the items sold and the fair market value. The 
value of assets disposed of for less than fair market value shall not be considered if they were 
disposed of as a result of foreclosure, bankruptcy, or a divorce or separation settlement. Refer to 
Assets Disposed of For Less than Fair Market Value for additional guidance;  

¶ Lump-sum receipts, such as inheritances, capital gains, lottery winnings. Obtain documentation to 
support the value;  

¶ Cash on hand may be considered an asset. Obtain a written explanation from the applicant as to 
how the funds were accumulated and the amount of time taken to do so. MiMutual must consider 
the applicant’s current income stream and time frame taken to accumulate cash on hand as being 
legitimate. Applicants that report cash on hand but also retain depository accounts must be 
carefully analyzed; and  

¶ Personal property held as an investment, such as jewelry, stamps, coins, baseball card collections 
or cars. Provide evidence of the worth of the personal property items.  
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Assets That Are Not Considered 
¶ Amounts in retirement and pension plans, individual retirement accounts (IRAs), 401(k) plans, and 

Keogh accounts. Retirement savings that are accessible to the applicant can, however, be 
considered a compensating factor for the underwriting decision at the net value for consideration 
of penalties for early withdrawal. Calculate the asset amount as 60 percent of the vested account 
balance to allow for withdrawal penalties when utilizing as a compensating factor. Obtain the most 
recent statement and conditions under which funds may be withdrawn or borrowed. Retirement 
accounts that restrict withdrawals only in connection with the applicant’s employment separation, 
retirement or death should not be considered as cash reserves;  

¶ Cash value of life insurance policies;  

¶ The value of necessary items of personal property, such as furniture and automobiles;  

¶ Assets that are part of any business, trade, or farming operation in which any member of the 
household is actively engaged;  

¶ The value of an irrevocable trust fund, or the value of any trust over which no member of the 
household has control;  

¶ Interests in American Indian restricted land; and  

¶ Any assets on hand that will be used to purchase the property or pay for closing costs.  
 

Market and Cash Value 
The market value of an asset is simply its dollar value on the open market. For example, the market value 
of $2,000 in a savings account is $2,000 and the market value of real estate is its appraised value. The cash 
value of an asset is the market value, less reasonable expenses to convert the asset to cash. The cash value 
of stock worth $5,000 would be $5,000 less any broker’s fee. For example, Mr. Smith has a $10,000 
Certificate of Deposit (CD). The account’s market value is $10,000. But, in order to withdraw funds from 
the account, Mr. Smith must pay a withdrawal penalty of $200.00. Therefore the cash value of the CD is 
$9,800.  
 
The market value is typically the figure most readily available. However, using the cash value to calculate 
asset income will provide a more realistic estimate of the value of a household’s assets. 

 

Methods of Calculation 
There are two ways to calculate the contribution that household assets make toward annual income. The 
method used depends on whether the cash value of the asset is greater or less than $5,000. 

 
Cash Value of $5,000 or Less  
If the cash value of the household’s assets is $5,000 or less, the amount of asset income included in the 
annual income calculation is the actual income the household derives from these assets. 

 
Cash Value Over $5,000  
If the cash value of the household’s total assets is more than $5,000, the amount of asset income 
included in the annual income calculation is the greater of: (1) the actual income to be derived from 
the assets; or (2) an imputed income from assets that is calculated by multiplying the total cash value 
of assets by a local- passbook savings rate as determined and documented by MiMutual.  
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For example, Charles and Patty Brown, both ages 40, have applied for a guaranteed loan. The Brown 
family has the following assets: 

¶ A certificate of deposit of $2,000. It earned 6.8 percent or $136 of interest last year. The 
estimated cash value after paying penalties is $1,750, after subtracting applicable federal 
income tax or withdrawal penalties.  

¶ A savings account with $4,000 earning 4 percent annually. The family will put $1,000 from this 
account toward closing costs. The net value of the savings account is $3,000.  

¶ A two-month average balance of $300 in a non-interest-bearing checking account  
 

The cash value of the Brown’s assets is $5,050 ($1,750 + $3,000 + $300). Since this is greater than 
$5,000, MiMutual must use the greater of the actual income or the imputed income to include in the 
annual income calculation. In this case, the actual income is $256 [$136 from the certificate of deposit 
($2,000 x 0.068) + $120 from the interest bearing savings account ($3,000 x 0.04)]. This amount is 
greater than the imputed income of $202 which is the cash value of the Brown’s assets imputed 
($5,050 x 0.04).                                                                                                                                         

 

Assets Disposed of for Less than Fair Market Value 
Applicants who dispose of assets for less than fair market value have, in essence, voluntarily reduced their 
ability to afford housing. Therefore, imputed income from assets disposed of for less than fair market 
value during the two years preceding loan closing must be included in the annual income calculation. The 
amount to be included in the annual income calculation is the imputed income from the difference 
between the market value of the asset and the amount that was actually received, if any, in the disposal of 
the asset.  
 
Assets disposed of for less than fair market value as a result of foreclosure, bankruptcy, divorce, 
separation, or if the income calculation is being conducted in connection with an annual income review for 
interest assistance when eligible under the SFHGLP, are not included in this calculation. 
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Maternity Leave  
If the borrower will return to work as of the first mortgage payment date, the borrower's regular employment 
income may be used for qualifying.  If the borrower will not return to work as of the first mortgage payment 
date, MiMutual will use the lesser of the borrower's regular employment income or maternity leave income (if 
any). 
 

If it is determined a borrower will be on maternity leave at the time of closing and that borrower's income is 
needed to qualify for the loan, the effective income used for qualifying must be supported and confirmation 
employment will continue must be documented as described below: 

¶ The borrower must have a stable employment and income history that meets standard eligibility 
requirements; and 

¶ The borrower must provide written confirmation of his or her intent to return to work and the agreed 
upon date of return as evidenced by documentation provided by the employer. 
 

Information from the borrower's employer indicating that the borrower does not have the right to return to 
work after the leave period would conclude the borrower’s income may not be used as effective income for 
qualifying.  A verbal verification of employment is required to be obtained within 10 business days of closing. If 
the employer confirms the borrower is on maternity leave, and the return to work date is consistent with the 
documentation provided, this is sufficient to consider the borrower as employed. 
 
Income must be verified accordingly with: 

¶  the amount and duration of the borrower's “maternity leave income,” which may require multiple 
documents or sources depending on the type and duration of the leave period; and 

¶ the amount of the “regular employment income” the borrower received prior to the maternity leave  
(regular employment income includes, but is not limited to, the income the borrower receives from 
employment on a regular basis that is eligible for qualifying purposes for example, base pay, 
commissions, and bonus) 
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Income Transcript Verification 
4506T results (IRS transcripts) will be requested on every loan that is registered with MiMutual, unless it 
qualifies for the W2 transcript waiver. These are reviewed to verify that the income documentation supplied 
matches the information provided to the IRS for the last 2 years of income used to qualify.  If transcripts are 
required, only W2 transcripts (without 1040 results) are not acceptable on RD loans. 
 

Full Tax Return Transcripts (1040s) 
When tax returns are required and must be verified, the Underwriter must also look for items that may not 
have been disclosed, such as Unreimbursed Business Expenses, self-employed earnings, and/or mortgage 
interest deductions where no real estate ownership appears on the 1003.  

¶ Beginning in February 2017, the 2016 and 2015 results must be requested from the IRS by 
MiMutual.  

 
 
 

o If 2016 income is derived from tax returns and being used to qualify, but cannot be verified 
through 4506T results, the tax returns must be brought to the borrower’s local IRS office to be 
signed and stamped as evidence the returns provided to MiMutual are the same as the ones 
filed with the IRS. OR, if tax returns were filed by a licensed CPA, it is acceptable to obtain a 
letter along with copies of the tax returns directly from the CPA confirming returns have been 
filed with the IRS. However, neither of these options are acceptable if borrowers have not filed 
tax returns for the last 2 years.  

o If, upon underwriter review of the income documentation, it is determined that the 2014 
earnings must be considered in qualifying the borrower, then 2014 transcripts are required.  

 
Effective June 1st 2017, 2016 tax information is required to be verified. For Borrowers with a documented 
extension to file, it is acceptable to receive results that state “No Record of Return Found”. 

 

W2 Transcript Waiver 
MiMutual will not require IRS tax transcripts when all qualifying income is comprised exclusively of W2 
wage earner income and/or fixed income reported on a 1099 (social security, VA benefits) that does not 
need to be grossed up, unless required by the AUS.  
 
If the income must be grossed up in order to qualify, the borrower is self-employed or works for family, 
has commissions greater than 25%, or otherwise does not meet the waiver criteria described above, 
MiMutual’s standard transcript policy applies. 
 
If tax returns are provided or required for any reason, transcripts will be required. 

 
Back to Top  

NOTE: If 2016 income is being used to qualify, it is acceptable to proceed with 4506T results 
showing no record of return found until June 1st. 



Guaranteed Rural Housing Guidelines  |  Employment/Income 

05.07.2018                                                                                                                                                                      62 

Timing of Tax Returns 
When using tax returns to verify income, the following documentation requirements will apply.  Only income 
that can be verified via 4506T can be used for qualifying.  In cases where the 4506T results are unable to be 
obtained due to taxes having been recently filed, the IRS response to the request must reflect “No Record of 
Return Found”. In these cases, the following options are available, and can be considered as “verified” for 
qualification purposes:  

¶ Copies of the most recent year’s signed return, stamped as received and signed by the borrower’s local 
IRS office.  

¶ If tax returns were filed by a licensed CPA, it is acceptable to obtain a letter, along with copies of the 
tax returns directly from the CPA, confirming returns have been filed with the IRS. 

 
 
 
 
When an IRS Form 4506T request returns one of the following messages:  

¶ “Due to limitations, the IRS is unable to process this request. The IRS will mail a notification to the 
borrower to explain this reason; please contact your borrower”,  

¶ “Rejection Code 10”, or  

¶ other verbiage related to a “limitation” precluding completion of the request, the following steps may 
apply: 
o MiMutual must retain the determination from the IRS that their request cannot be processed, with 

a code of “Unable to Process” or “Limitation” 
o The applicant may request their tax return transcripts and deliver them to MiMutual. Information 

on how to request transcripts by mail is available at http://www.irs.gov/individuals/get-transcript  
o The applicant must request the previous (one or two, per MiMutual policy) years of complete tax 

return transcripts. If the applicant has not filed their 2014 taxes, MiMutual must retain: 
Á Transcripts for the previous (one or two, per MiMutual policy) tax years, 
Á Evidence of the applicant’s request for an extension, 
Á Documentation of 2014 earnings, and 
Á Current income documentation as required per guidelines.  

 
IRS transcripts are required as part of a complete loan application package.  The above guidelines are only 
valid for lender requests that the IRS will not process due to the recent data breach or confirmed identity 
theft.  These guidelines do not apply to “rejected” requests from the IRS due to misspelled names or 
incorrect/transposed data. 
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Additional Documentation Requirements: 
¶ When using tax returns to verify income, and it is between the tax filing date (typically April 15th) and 

the extension expiration date (typically October 15th), the borrower must provide:  
o Copy of the filed extension. MiMutual will review the total tax liability reported on IRS Form 4868 

(Extension to File) and compare it with the borrower’s tax liability from the previous two years as a 
measure of income source stability and continuance.  An estimated tax liability that is inconsistent 
with previous years may make it necessary for MiMutual to require the current returns in order to 
proceed.  

o Current year Profit & Loss Statement, executed by the borrower  
o Year-End Profit & Loss Statement for prior year, executed by the borrower  
o Tax returns for the previous year(s), based on DU requirements 

¶ After the tax return extension expiration date, loan is not eligible without prior year tax returns 

¶ When tax returns provided were filed within 90 days of the application date and reflect that the 
borrower had underpaid throughout the year, proof of payment and source of funds are required to 
document that the tax liability has been fully satisfied.  Any excessive tax liability outside of 90 days is 
subject to underwriter discretion. 

¶ If the 4506T results reflect a borrower with a Schedule C business that the underwriter was previously 
unaware of, complete tax returns do not have to be obtained if: 

o The Schedule C business reflects positive income, or 
o The Schedule C business reflects a loss that fits in the borrower’s ratios 

 
The business must be added to the 1003 so the findings consider the self-employment and provide an 
accurate recommendation. 
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NOTE:  This only applies to Schedule C businesses, not Schedule E.  If the Schedule E reflects any 
information (partnership, S Corporation, or rental properties) that the underwriter was previously 
unaware of, complete personal tax returns (and possibly business tax returns) must be obtained. 
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Reductions to Annual Income 
 

Child Care Expense 
Adjustments in the full amount of the annual of expenses for the care of minor children ages 12 and under 
may be deducted if there are no adult household members that are available to care for the child.  Full 
time college students and/or disabled adults would not be considered to be available to provide care.  
Child care expenses are permitted for the care of a foster child, but must not exceed the amount earned 
by the family member enabled to work. 
 
With qualifying documentation to support the amounts paid, reasonable child care can be deducted as 
long as it enables a family member to work, to actively seek work, or to further a member’s education as 
long as they are not reimbursed or paid by another source and the minor is 12 years of age or under. The 
childcare provider cannot be a household member. The deduction cannot exceed the amount of income, 
including the value of any health benefits, earned by the family member enabled to work. To qualify for 
the deduction, the applicant must:  

¶ identify the children receiving child care and the family member who can work or go to school as a 
result of the dare;  

¶ demonstrate there is no adult household member available to care for the children;  

¶ identify the child care provider, hours of care provided and costs; and identify the educational 
institution and provide documentation of enrollment (if appropriate).  

 
Third party verifications provided by a licensed childcare facility or provider on official letterhead are 
acceptable when they include the name of the child enrolled, the date of enrollment, the monthly 
payment due, and payment history. Letters prepared by relatives or private individuals must include the 
same information as a third party verification along with evidence of payments made (i.e. canceled checks, 
money order receipts, bank statements, etc). Applicants that have not yet placed their child into care or 
have no evidence to support payments made will be unable to qualify for this deduction. Before- and 
After-School care programs that enable the applicant or a member of their household to be employed or 
attend school to complete their education are an eligible deduction. Child support payments or private 
school tuition paid by an applicant are not eligible child care expenses. 
 

Elderly Household 
A one-time deduction of $400 is permitted in an elderly household. An elderly household is defined as 
either the head of household or their spouse is 62 years of age or older, or is an individual with disabilities.  
The deduction cannot be used in a household that does not meet the above criteria, even if there is an 
elderly person who is a part of the household. 
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Medical Expense 
Family medical expenses may be deducted only in an elderly household (where either the head of 
household or their spouse is 62 years of age or older, or is an individual with disabilities).  The deduction 
cannot be used in a household that does not meet the above criteria, even if there is an elderly person 
who is a part of the household. 
 
Typical medical expenses include: 

¶ services of physicians or other health care providers, 

¶ services in hospitals or other health care facilities,  

¶ medical insurance premiums or Medicare premiums, 

¶ prescription and non-prescription medicine, 

¶ dental expenses, 

¶ eyeglasses and eye examinations, 

¶ medical or health products or apparatus (hearing aids, wheel chairs, etc), 

¶ live-in or periodic medical care (visiting nurses, care attendants, etc), and 

¶ periodic payments on accumulated medical bills 
 
If the elderly household qualifies for the medical expense deduction, expenses of the entire family are 
considered. For example, if a household included the head (grandmother, age 64), her son (age 37), and 
her granddaughter (age 6), the medical expenses of all three family members would be considered. 
 
Consider only the portion in excess of 3% of the annual income that was not reimbursed by Medicare or 
insurance.  Documentation can be in the form of receipts, billing statements, invoices, or other written 
documentation supporting the expenses. 

 

Dependent Deduction 
Annual income may be reduced by $480 for each member of the family residing in the household as their 
principal residence (with the exception of foster children), other than the applicant, spouse or co-applicant 
who is: 

¶ Under 18 years of age 

¶ A full time student aged 18 or older  

¶ Disabled or handicapped (18 years of age of older).  *A “Certification of Disability or Handicap” 
form must be completed.  This can be found on MiMutual’s website. 

 
If it is unclear, or if parents share custody of children, a determination as a qualifying dependent deduction 
for a child who lives in the home part of the time can be made by MiMutual through guidance provided in 
Internal Revenue Service (IRS) Publication No. 501. IRS considers the custodial parent the parent 
authorized to claim the dependent on that year’s Federal Income tax return. A divorce decree, custody 
agreement and/or Federal income tax returns are documentation to evidence the applicant is authorized 
to claim the dependent.  

 
Documentation from the school indicating that the individual is enrolled on a full-time basis is required for 
students who are 18 years of age or older.  A foster child, an unborn child, a child who has not yet joined 
the family, or a live-in aide may never be counted as a dependent. 
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Disability Assistance Expenses 
Reasonable expenses for the care of a person with disabilities in excess of 3% of annual income may be 
deducted from annual income if the expenses: 

¶ Enable the individual with disabilities or another family member to work; 

¶ Are not reimbursable from insurance or any other source; and  

¶ Do not exceed the amount of earned income included in annual income by the person who is able 
to work as a result of the care provided. 

 
To qualify for this deduction, applicants must identify the person with a disability.  MiMutual must obtain 
verification of the individual’s disability from the state review board in the state where the applicant 
resides, the Social Security Administration, or a physician or other medical professional. 
 
Typical disability expenses include attendant care to assist an individual with disabilities with activities of 
daily living directly related to permitting the individual or another family member to work, or special 
apparatus, such as wheelchairs, ramps, adaptations to vehicles or workplace equipment, if directly related 
to permitting the person with disabilities or another family member to work. 
 
Documentation can be receipts, copies of billing statements, invoices, or other written documentation 
supporting the expenses. 
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Assets 

Funds to Close 
 

Verification of Deposit (FNMA Form 1006) 
Current balance must cover funds to close requirements.  In addition, the average 2-month balance must 
be consistent with current balance.  Any significant increase (see Large Deposits) must be accompanied by 
written explanation and evidence of source of funds for large deposits. 

 

Bank Statements 
Bank Statements may be provided as alternative documentation to the VOD. The borrower’s bank 
statement(s) for the most recent two (2) months to verify funds that the borrower has in a depository 
institution may be provided. The borrower's bank statements must identify clearly the depository 
institution, the account holder(s), the account number, the time period covered by the statement, all 
deposit and withdrawal transactions, and the ending account balance.  When using most recent bank 
statements, large deposits must be explained and documented.  
 

HUD-1 from Sale of Current Residence 
Final HUD-1 from sale of current residence is considered acceptable documentation, if dated within 30 
days of loan closing. 

 
Updated Documents 
When updating expired funds verification documents, alternate documentation can be used. For example, 
when updating an expired Verification of Deposit, bank statements or printouts may be used. Although 
one month current bank statement and bank printout may be used to update funds, these cannot be used 
to initially verify funds. 

 
 

Reserves After Closing 
Although cash reserves after closing are not required for the SFHGLP, cash reserves are considered in the risk 
assessment provided by GUS. MiMutual must determine if the asset is liquid or readily converted to cash, and 
can be done so absent retirement or job termination. Assets such as 401(k)s, IRAs, etc. may be included in the 
underwriting analysis up to only 60 percent of the vested value. Funds borrowed against these accounts may 
be used for loan closing, but are not to be considered as cash reserves. Funds from gifts from any source will 
not be included in the cash reserves calculation in GUS. The most recent 2 month average of liquid accounts 
such as checking or savings accounts may be considered as cash reserves, unless the most recent balance in 
the account has been significantly reduced. Documentation of assets will be retained in MiMutual’s 
permanent case file.  
 
Assets should never be overvalued as it affects the risk assessment provided by the automated underwriting 
system and misrepresents the file. A 2 month average monthly balance of liquid assets most accurately 
represents the true value of the account, since accounts such as checking accounts often fluctuate significantly 
during the month from deposit to average balance. The lesser of the two month average balance or actual 
balance (as reported on the most recent statement) must be entered into the “Assets and Liabilities” page of 
GUS (if used in the underwriting decision). 

Back to Top 
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Retirement Accounts 
Vested funds from individual retirement accounts (IRA/SEP/Keogh accounts) and tax-favored retirement 
savings accounts (401(k) accounts) are acceptable sources of funds for downpayment, closing costs, and 
reserves. 
 
MiMutual will verify ownership of the accounts and the borrower’s actual receipt of the funds realized from 
the liquidation of the assets, if needed to complete the transaction. 
 
When funds from retirement accounts are used for reserves, MiMutual does not require the funds to be 
withdrawn from the account(s).  We will require the most recent statement and conditions under which funds 
may be withdrawn or borrowed. Retirement funds may be utilized as cash reserves if the account allows for 
immediate withdrawals by the applicant(s). Retirement accounts that restrict withdrawals only in connection 
with the applicant’s employment separation, retirement, or death should not be considered as cash reserves. 
Calculate the asset amount as 60% of the vested account balance to allow for withdrawal penalties. 
 
 

Large Deposits 
MiMutual will:  

¶ obtain an explanation and documentation for recent large deposits in excess of $2,000 or 2% of the 
property sales price, whichever is less, and  

¶ verify that any recent debts were not incurred to obtain part, or all, of the required cash investment on the 
property being purchased. 

 

 

 
 
 

Sale of Personal Property   
Proceeds from the sale of personal property (cars, recreational vehicles, stamps, coins, baseball card 
collections, etc.) is an acceptable source of funds for the down payment, closing costs and reserves, provided 
the individual purchasing it is not a party to the transaction in any way.  The following must be documented: 

¶ The borrower’s ownership of the asset 

¶ The value of the asset as determined by an independent and reputable source.  This may be in the 
form of published value estimates, such as those issued by automobile dealers, philatelic or 
numismatic associations, or a separate written appraisal by a qualified appraiser with no financial 
interest in the loan transaction. 

¶ The transfer of ownership of the asset, as documented by a bill of sale and a copy of funds received 
from purchaser 

¶ The borrower’s receipt of the sale proceeds with a copy of the deposit slip and bank statement 
showing new balances 

 
Back to Top 

 

  

NOTE: If funds to close are required on a refinance, a large deposit will be considered as the lesser of $2,000 
or 2% of the appraised value of the subject property. 
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Gifts  (Personal and Equity) 
Gifts refer to the contributions of cash or equity with no expected or implied repayment of the funds to the 
donor by the borrower.  
 
 
 

Acceptable Sources for Gift Funds 
Gifts may be provided by: 

¶ the borrower’s family member 

¶ the borrower’s employer or labor union 

¶ a close friend with a clearly defined and documented interest in the borrower 

¶ a charitable organization 

¶ a governmental agency or public entity that has a program providing home ownership assistance to 
o low- and moderate-income families, or 
o first-time homebuyers. 

 
 

 
 
 
 
 
 
 
The gift donor may not be a person or entity with an interest in the sale of the property, such as: 

¶ the seller 

¶ the real estate agent or broker 

¶ the builder, or 

¶ an associated entity. 
 

Donor’s Source of Funds  
Cash on Hand is not an acceptable source of donor gift funds. 

 

Gift Letter 
A gift letter must be obtained, signed and dated by the donor and borrower. The gift letter must: 

¶ show the donor’s name, address, telephone number 

¶ specify the dollar amount of the gift, and 

¶ state: 
o the nature of the donor’s relationship to the borrower, and  
o that no repayment is required. 

 
An acceptable Gift Letter is located on MiMutual’s website.  A different form may be used, providing it 
contains all the same information. 

 
Back to Top 

 

NOTE: The portion of the gift not used to meet closing requirements may not be counted as cash reserves. 

NOTE: Family member is defined as follows, regardless of actual or perceived sexual orientation, gender 
identity, or legal marital status: Child, parent, or grandparent (a child is defined as a son, stepson, 
daughter, or stepdaughter; a parent or grandparent includes a step-parent/grandparent or foster 
parent/grandparent); Spouse or domestic partner; Legally adopted son or daughter, including a child 
who is placed with the borrower by an authorized agency for legal adoption; Foster child; Brother, step-
brother; Sister, step-sister; Uncle;  Aunt; or Son-in-law, daughter-in-law, father-in-law, mother-in-law, 
brother-in-law, or sister-in-law of the borrower. 
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Documenting the Transfer of Gift Funds 
The transfer of gift funds from the donor to the borrower must be documented in accordance with the 
requirements below:   

¶ if the gift funds have been verified in the borrower’s account, obtain the donor’s bank statement 
showing the withdrawal and evidence of the deposit into the borrower’s account 

¶ if the gift funds are not verified in the borrower’s account, obtain the certified check or money order 
or cashier’s check or wire transfer or other official check, and a bank statement showing the 
withdrawal from the donor’s account 

 
If the gift funds are paid directly to the settlement agent, it must be verified that the settlement agent 
received the funds from the donor for the amount of the gift, and that the funds were from an acceptable 
source 
 
If the gift funds are being borrowed by the donor and documentation from the bank or other savings 
account is not available, the donor must provide written evidence that the funds were borrowed from an 
acceptable source, not from a party to the transaction 
 
MiMutual and its affiliates are prohibited from providing the loan of gift funds to the donor unless the 
terms of the loan are equivalent to those available to the general public 

 
Regardless of when gift funds are made available to a borrower, MiMutual must be able to make a 
reasonable determination that the gift funds were not provided by an unacceptable source. 

 

Gifts of Equity 
Only family members may provide equity credit as a gift on property being sold to other family members.  
Mortgage payoff (if any) must reflect no more than 29 days delinquent at time of closing. Any history of 
major delinquencies (30 days or more) reflected on title or payoff, will require additional information and 
may not be eligible.  Spouse to Spouse purchases are not acceptable except in instances such as divorce, 
where legal documentation (such as a Divorce Decree) indicates the seller/spouse will be vacating the 
property. 
 
A gift letter signed and dated by the donor and the borrower must be obtained, and include the following: 

¶ The donor’s name, address, and telephone number; 

¶ The donor’s relationship to the borrower; 

¶ The dollar amount of the gift; and 

¶ A statement that no repayment is required 
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NOTE: MiMutual must be able to determine that the gift funds were not provided by an unacceptable 
source, and were the donor’s own funds. Cash gifts are not allowed.   
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Grant Funds  
Grants are an acceptable source of funds to close. A borrower may use funds obtained as a grant to satisfy 
part of the cash requirement for closing. The grant may be awarded from a charitable organization, 
government municipality, or nonprofit organization.  

 
Grants from a charitable organization, a government municipality or non-profit organization are permitted, 
provided they are unrelated to the transaction.  The grant must be evidenced by either a copy of the letter 
awarding the gift or grant to the borrower or a copy of the legal agreement that specifies the terms and 
conditions of the grant. This supporting document must include language indicating that no repayment of the 
grant is expected, and an indication of how the funds will be transferred (to the borrower, the lender, or the 
closing agent). Evidence of the receipts of the grant funds must be included in the loan file for guaranty. 

 
 
 
 

Subordinate Financing 
Subordinate Financing is acceptable as long as it is provided by a Government Agency as a soft/silent second.  
Any repayment must be considered in housing ratio.             

Back to Top

NOTE: Neither gifts nor grants can contribute to cash reserves or be considered a compensating factor. 
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Refinance Transactions 

Mortgage Payoffs   
All refinance transactions will require current payoff statements for all liens on title to reflect the loan is 
current at time of closing (should not reflect more than 59 days of interest).  MiMutual does not refinance 
loans that have been modified (due to hardship), have forbearance agreements in place, or with 
restructured/short payoffs.  
 
 

Maximum Loan Amount 
The applicant may borrow up to 100% of the appraised value for refinance transactions.  If the Guarantee Fee 
is included in the loan amount, the maximum LTV may be exceeded by the amount of the guarantee fee.  
Closing costs (those normal and customary only) may be financed when there is equity above the contract 
price as supported by the appraisal.  Discount points are eligible to be financed to buy down the interest rate.  
In such cases, discount points financed will not exceed two percentage points of the loan amount and must 
represent a reduction to the interest rate.   
 
The maximum loan amount cannot exceed the balance of the loan being refinanced, plus the Guarantee Fee, 
and reasonable and customary closing costs, including funds necessary to establish a new escrow account. 
Unpaid fees, such as late fees due the current servicer, are not eligible to be included in the new loan amount.  
Cash out refinances are not permitted. 
 
 

Borrower Eligibility  
The loan must be secured by the same borrower as the original loan/Note. The original loan must be a 
Guaranteed Rural Housing (GRH) or USDA Section 502 Direct only. The program may not be used to refinance 
FHA, VA, or other government or conventional mortgages.  
 
The following requirements must be met: 

¶ The refinance loan must reduce the current interest rate by 100 basis points (1 percent) or more; 

¶ The existing loan to be refinanced was closed at least 12 months prior to the Agency’s receipt of a 
Conditional Commitment request for refinance; 

¶ The borrower has been current on their existing USDA loan for the 180-day period prior to the 
Conditional Commitment request for refinance; and  
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NOTE: Refinance loans are permitted for properties in areas that have been determined to be non-rural 
since the existing loan was made. 
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Ȱ#ÁÓÈ /ÕÔȱ ÁÔ #ÌÏÓÉÎÇ 
Applicants may receive reimbursement from loan proceeds at settlement for their personal funds advanced 
for eligible loan purposes that are part of the refinance transaction, such as an appraisal fee or credit report 
fee. At closing, a nominal amount of “cash out” to the applicants (beyond reimbursement of these prepaid 
items) may occasionally result due to final escrow and interest calculations. This amount, if any, must be 
applied as a principal reduction to the new loan. 
 
 

Subordinate Financing 
Subordinate financing such as home equity seconds and down payment assistance / “silent” seconds cannot 
be included in the new loan amount. Any existing secondary financing must be subordinate to the new first 
lien. 
 
 

Adding / Deleting Borrowers 
As part of the refinance transaction, additional borrowers may be added to the new GRH loan or existing 
borrowers may be deleted from the current loan. All applicants that will be a party to the Promissory Note for 
the new loan must meet all eligibility requirements.                               
    
             

Texas Refinances 
When refinancing a borrower’s primary residence (homestead) in Texas, it first has to be determined whether 
or not the property is eligible for maximum financing based on the borrower’s current liens.  In Texas, there 
are 3 different types of refinances: 

¶ A 50(a)(4) loan is a rate/term refinance of a loan that is not currently an equity loan subject to 50(a)(6) 
restrictions 

¶ A 50(f)(2) loan is a rate/term refinance of a loan that is currently an equity loan subject to 50(a)(6) 
restrictions 

¶ A 50(a)(6) loan is a cash out refinance of the borrower’s homestead, and is considered to be a home equity 
loan  

 
Texas 50(a)(6) transactions are not permitted on Rural Development loans.  MiMutual will only approve 
purchases, 50(a)(4) refinances, and 50(f)(2) refinances. 
 
 

Back to Top 
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Because incidental cash back to the borrower is not permitted on a 50(a)(4) or a 50(f)(2) refinance in Texas, 
MiMutual considers the following practices unacceptable: 

¶ Including Fees Paid Outside of Closing in the Loan Amount 
Per Texas requirements, a fee that is paid outside of closing cannot be financed into the loan amount. 
When cash back is considered a refund for fees paid outside of closing (POC), MiMutual has essentially 
financed POC fees into the new loan amount.  Additionally, MiMutual requires that in order for fees to be 
included in the loan amount, the fee must be reasonable, incurred, and be a necessary closing cost (i.e. 
required to close the transaction).  

¶ Principal Curtailments/Reductions 
Applying a principal curtailment/reduction (normally the amount of the POC fees) results in a reduction to 
the principal amount of the loan as listed on the HUD; however, the principal amount of the loan as listed 
on the loan documents – the amount the borrower is obligated to pay – has not been reduced. 

¶ Increasing Payoff Amounts for the Purpose of Reducing Cash Back 
Reducing cash back to the borrower by increasing payoff amounts on the CD results in prohibited cash 
back to the borrower in the form of a payoff refund. 

 

50(f)(2) 
Due to the legislation changes that took effect on January 1, 2018, the “Once a Home Equity, always a 
Home Equity” limitation no longer applies, and the refinance of a home equity loan as a rate/term 
refinance, called a 50(f)(2), is now allowed.  Additional restrictions beyond the typical allowance for a 
50(a)(4) loan apply. 
 
To be eligible as an (f)(2) transaction: 

¶ The refinance loan must close at least one year after the (a)(6) home equity loan was closed; 

¶ No additional funds are advanced other than funds to refinance the existing debt, actual closing costs, 
and required reserves; 

¶ The transaction cannot exceed 80% LTV/CLTV/HCLTV of the fair market value of the subject property; 
and 

¶ A new 12-Day Disclosure, the (f)(2) Disclosure, providing the borrower with their rights associated with 
an equity or non-home equity loan is required.   
o The (f)(2) Disclosure must be provided within 3 business days after the owner submits the loan 

application, and 
o May not be provided to the property owner prior to 1/1/2018, and 
o Must be provided to the property owner at least 12 days prior to loan close. 

¶ The file must also contain a separate affidavit signed by the borrower at closing, the Owner’s Affidavit 
of Compliance, acknowledging that the requirements of Texas Section 50(f)(2) have been met. 

¶ No attorney certification is required 
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Cash Out and Principal Curtailments 
With the exception of properties located in Texas, Principal Curtailments due to an excess premium from the 
Lender Credit, or to correct the amount of cash back to the borrower are permitted.  The matrix below 
describes maximum cash out requirements and allowable curtailments. 

Product 
Maximum 

Cash to 
Borrower 

Maximum Principal Curtailment 
Due to changes in payoff figures, 

closing costs, etc. 

Maximum Premium Pricing 
Curtailment 

USDA $0 $500 
1% of the loan amount or $2,000, 

whichever is less 

 

When a principal curtailment is permitted, all excess amounts must be clearly reflected on the Closing 
Disclousre as a principal reduction. 

 
 

Making Loans in Areas Changed to Non-Rural 
If an area’s designation changes from rural to non-rural, loans that meet the following criteria may be 
approved in that area: 

¶ The application and purchase contract were complete, the loan was underwritten by an approved 
lender, and a complete application for Loan Note Guarantee was submitted to the Agency prior to the 
area designation change 

¶ Existing Conditional Commitments that have been issued will be honored provided the commitment 
was issued prior to the area designation change 

¶ Existing direct and guaranteed loans remain eligible for refinance transactions 

¶ SFHGLP REO property sales and transfers with assumption may be processed in areas that have 
changed to non-rural 

¶ A supplemental loan may be made in conjunction with a transfer and assumption of a guaranteed loan 
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Purchase Transactions 

Property Designation 
In order for a property to be eligible for a Rural Development Guaranteed Loan, the property must be located 
in a rural-designated area as defined by Rural Development Instruction.  You may view eligible areas on 
USDA’s Rural Development website:  http://eligibility.sc.egov.usda.gov 
 
 

Residential Purchase Agreement   
All purchase transactions require this document to be executed by ALL parties.  The current owner of record 
must execute as the seller of subject property.  All borrowers on the loan application must sign the 
agreement.  All sellers that sign the purchase agreement must be authorized by that entity.  
 
If any changes to the purchase agreement occur, see Revisions Due to Sales Contract Amendments. 
 
 

Earnest Money Deposit 
The Earnest Money Deposit must be verified (deposit amount and source of funds), regardless of the amount.  
If the Earnest Money Deposit is not verifiable, the borrower(s) should not be given any credit for it in the 
transaction or on the HUD-1 Settlement Statement. 
 
 

Maximum Loan Amount 
The appraisal determines the maximum loan amount.  The borrower may finance up to 100% of the appraised 
value for purchase transactions. If the Guarantee Fee is included in the loan amount, max LTV may be 
exceeded by the amount of the guarantee fee.  Closing costs (those normal and customary only) may be 
financed when there is equity above the contract price as supported by the appraisal.  Discount points are 
eligible to be financed to buy down the interest rate.  In such cases, discount points financed will not exceed 
two percentage points of the loan amount and must represent a reduction to the interest rate. 
 
 

Short Sales 
MiMutual will accept purchase transactions where the seller is selling the home under a “short sale” 
agreement with their current lender. MiMutual must be provided with the fully executed short sale approval 
letter, and the requirements set forth by the current lender must be met prior to closing.  
 
 

Reacquisition of a Formerly-Owned Property 
MiMutual is unable to finance the acquisition of a property that the borrower (or their spouse) has had 
previous ownership in, that resulted in foreclosure or short sale activity, where they relinquished their 
ownership interest but did not change their residency.  MiMutual considers this as unacceptable property 
flipping. 
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)ÎÔÅÒÅÓÔÅÄ 0ÁÒÔÉÅÓȭ #ÏÎÔÒÉÂÕÔÉÏÎÓ 
Seller or other interested party contributions towards closing costs in excess of 6 percentage points are 
prohibited. Closing costs and/or prepaid items paid by MiMutual by premium pricing are not included in the 
seller contribution limitation. Fees towards the applicant’s cost to close such as real estate commission or 
other typical fees paid by the seller or other interested party under local, state law, or local custom are not 
considered in the maximum contribution calculation.  
 
 

Realtor Administration Fees 
Realtor administration fees are an eligible cost to the applicant. 
 
 

Secondary Financing 
Soft/Silent Seconds are eligible only if provided by Government Agency as a soft/silent second.  Any 
repayment must be considered in housing ratio.   
 
 

Personal Property 
Any personal property transferred with a property sale must be deemed to have zero transfer value, as 
indicated by the sales contract and appraisal.  If any value is associated with the personal property, the sales 
price and appraised value must be reduced by the personal property value for purposes of calculating the 
LTV/CLTV/HCLTV. 
 
 

Construction-to-Permanent 
MiMutual will allow USDA Construction-to-Permanent loans to be considered as purchase transactions, even 
when the borrower already holds title to the land.  The purchase price is the total of the cost of the land and 
the cost of construction (as documented by the contract).  A copy of the HUD-1 from when the borrowers 
purchased the land will be required. 
 
All liens against the property (if financing exists from when borrowers acquired the land, contractor’s lien, 
mechanics liens, etc) must be satisfied at the time of purchase, so that the new mortgage encumbers the land 
and the improvements. 
 
 

Downpayment Assistance Programs 
MiMutual does not have a list of approved Downpayment Assistance Programs.  All DAPs should meet Rural 
Development guidelines.  MiMutual will not allow any DAP from a provider that requires the lender to be 
approved. 
 
Evidence of how the DAP is funded and a copy of the approval letter containing terms of assistance must be 
provided. 
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Determining Property Taxes on New Construction Dwellings 
On newly-constructed properties, realistic estimates of the property taxes that reflect the value of both the 
land and the improvements once they are assessed by the units of government to which those taxes are paid 
must be used.  Such estimates may be obtained from reliable sources such as the appraiser, comparable sales 
data, or the assessor’s office. 
 
 

Seller Utilizing a Relocation Company 
When the seller enlists the assistance of a Relocation Company for the sale of the subject property, the 
relocation agreement must always be reviewed by MiMutual prior to closing.   There are multiple ways the 
transaction can be consummated, and it is very important to have a clear understanding of which of the 
below-mentioned methods is being used.   
 

Relocation Company Takes Power of Attorney 
The most common circumstance is where the Relocation Company signs the purchase agreement as the 
seller, and will sign the closing documents on behalf of the vested owner. In this instance, a Power of 
Attorney executed by the vested owner(s), authorizing the relocation company to sign on their behalf (the 
vested owner will reflect as the seller on the HUD-1 statement) will be required. The Power of Attorney 
must be executed and dated prior to the execution of the purchase agreement (unless the relocation 
agreement states that a Power of Attorney will be prepared to consummate the closing). There must be 
documentation allowing someone else the right to sell the property. 
 

Double Escrow 
Another common occurrence involving relocation companies is where the Relocation Company will 
actually be the seller reflected on the HUD-1 settlement statement. In this circumstance, the title 
commitment should have a requirement for the current vested owners to deed the property to the 
Relocation Company, and another requirement for the Relocation Company to deed the property to our 
borrower. This is the only time a “double escrow” is acceptable, and not considered property flipping. 
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Relocation Company Acts as Seller without Taking Title 
In certain geographical areas (i.e. Michigan), it may be common practice for the Relocation Company to 
negotiate and execute the purchase agreement and Closing Disclosure at closing as the seller, and to 
receive the proceeds from the sale of the property without actually taking title.  This option is acceptable 
only if all of the following fully executed documents are reviewed and approved by the underwriter prior 
to closing: 

¶ Warranty Deed Reflecting the Vested Owner with Buyer Info Left Blank: This is a deed executed by 
the vested owners, which is held in escrow by the title company until a buyer is found and the sale is 
closed. 

¶ Appointment of Special Agent and Assignment of Proceeds: This document is executed by the vested 
owner authorizing the Title Company/Closing Agent to complete the appropriate information on the 
blank deed and other pertinent documentation.  This also directs the Title Company/Closing Agent to 
allow the Relo Company to receive all proceeds. 

¶ Special Power of Attorney: This document is executed by the vested owner authorizing the Relo 
Company to sign/execute all documents necessary to consummate the sale (i.e. Purchase Agreement, 
closing docs, etc.).  This document should also reference the blank deed that will be completed when a 
buyer is found and the sale is closed. 

¶ Relocation Agreement: This is the agreement between the vested owner and the Relo Company that 
will describe the terms of the sale of the subject property. This document is essential in determining 
the legitimacy of the transaction to avoid potential unethical property flipping schemes. 

 
 

Construction to Permanent 
MiMutual will allow USDA Construction-to-Permanent loans to be considered as purchase transactions, even 
when the borrower already holds title to the land. The purchase price is the total of the cost of the land and 
the cost of construction (as documented by the contract). A copy of the HUD-1 from when the borrowers 
purchased the land will be required.  
 
All liens against the property (if financing exists from when borrowers acquired the land, contractor’s lien, 
mechanics liens, etc) must be satisfied at the time of purchase, so that the new mortgage encumbers the land 
and the improvements. 
 
 

Reimbursement of Buyer-Paid Costs 
Seller concessions may be used to reimburse the buyer for out of pocket expenses paid in advance (POC), such 
as appraisal fees. The source of funds used to pay for those fees must have come from the buyer’s own 
personal funds in order to be reimbursed.  
 
POC fees paid by credit card cannot be returned to the customer at closing or credited towards the borrower’s 
cash investment.  
 
In order to apply seller concessions toward POC fees, documentation is required to support the funds used 
came from the borrower’s own personal funds (e.g. bank statement showing debit or check clearing account). 
 
After Minimum Contribution Requirements are validated (if there is a down payment), the borrower may 
receive a refund of their earnest money deposit and POC deposits.  NO tax pro-rations are allowed, and credit 
card payments may not be refunded.  Any remaining excess funds must be applied as a principal reduction. 

Back to Top 
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General Provisions 

Eligible Borrowers 
Citizenship of the United States is not required for eligibility; however, borrower must be either a U.S. Citizen 
or a lawful Permanent Resident Alien.  MiMutual must obtain evidence to document that non-U.S. Citizens 
who apply for a guaranteed loan are qualified aliens.  An applicant’s nine digit alien verification number is 
required to be submitted to RD’s “Systematic Alien Verification for Entitlements” (SAVE) System. 
 

Permanent Resident Aliens  
Non-United States Citizens who hold acceptable evidence of permanent residency issued by the U.S. 
Citizenship and Immigration Services (USCIS) are considered Permanent Resident Aliens.  Lawful 
Permanent Resident Aliens must have any of the following: 

¶ A legible copy of the front and back of the Permanent Resident Card / Alien Registration Card 
(USCIS Form I-551) otherwise known as a “Green Card”.  While the Green Card itself states “Do Not 
Duplicate” for the purpose of replacing the original card, U.S. Citizenship and Immigration Services 
(USCIS) allow photocopying of the Green Card.  Making an enlarged copy or copying on colored 
paper may alleviate any concerns the borrower may have with photocopying. 

¶ A legible copy of the unexpired foreign passport that contains an unexpired stamp reading 
“Processed for I-551.  Temporary Evidence of Lawful Admission for Permanent Residence.  Valid 
until (MM-DD-YY). Employment authorized”. 

¶ Any other evidence of permanent residency issued by the USCIS.  
 

Diplomatic Immunity 
Due to the inability to compel payment or seek judgment, transactions with individuals who are not 
subject to United States are not eligible.  This includes embassy personnel with diplomatic immunity.  
Verification the borrower does not have diplomatic immunity will be determined by reviewing the Visa, 
passport, or the US Department of State’s Diplomatic List at www.state.gov/s/cpr/rls/dpl/. 

 
 

Ineligible Borrowers 
¶ Non-Permanent Resident Aliens 

¶ Non-Occupant CoBorrowers 

¶ Parties on HUD’s debarred list 

¶ Borrowers with a claim on HUD’s CAIVRS (Credit Alert Interactive Voice Response System) 

¶ Inter Vivos Trusts, Corporations, LLCs 
 
 

Translated Documents  
All documents of foreign origin must be filled out in English, or a complete and accurate translation from an 
acceptable source must be provided for each document. 
 
 

Social Security Number 
Borrowers must have a valid Social Security Number (tax identification numbers are not permitted). 
 

http://www.state.gov/s/cpr/rls/dpl/
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Legal Name 
Each borrower must use their legal name when applying for a mortgage. Review the following list of 
documents to ensure the borrower’s name is consistent:  

¶ Loan application (1003)  

¶ Credit Report  

¶ DU/LP findings  
 
MiMutual requires that all pertinent loan documentation be prepared in the borrower’s legal name. In most 
cases the name reflected on the driver’s license is utilized to determine the borrower’s legal name. However, 
in those instances where there is a variance between the driver’s license, Social Security card, income, and 
asset documents, the underwriter will exercise due diligence to determine all documents belong to one and 
the same person. 

 

Married Names 
If a borrower has recently married or is married during loan processing, the new married name, if 
applicable, will be utilized for all pertinent loan documentation.  MiMutual will require a copy of the 
marriage license if the new name is not reflected on both the driver’s license and the social security card.   

 
  

Maximum Number of Borrowers Allowed   
MiMutual does not allow any greater than 4 borrowers on a single loan. 
 
 

Age of Borrower 
There is no maximum age limit for a borrower.  The minimum age is 18. 
 
 

Back to Top 

  

NOTE:  In all of the above cases, an AKA/FKA affidavit will be required at closing 
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Power of Attorney  
A Power of Attorney may be utilized when MiMutual verifies and documents that the following applicable 
requirements have been satisfied: 

¶ For all transactions: 
o Application, initial disclosures, and Purchase Agreement (if applicable) must be signed by all parties 

on the loan 
o All signatures on the POA must be notarized, and the POA must be reviewed by a MiMutual 

underwriter prior to closing.  Signatures on the POA must match the signatures in the file to 
MiMutual’s satisfaction. 

o The POA must be transaction-specific, including the full property address of the subject.  It must 
comply with state law, and allow for legal enforcement of the mortgage Note in jurisdiction. 

o The title policy must not make any exceptions based on the use of the POA 

¶ For military personnel: 
o When the service member is on overseas duty or on an unaccompanied tour; 
o When MiMutual is unable to obtain the absent borrower’s signature on the application by mail or 

via fax; and 
o Where the attorney-in-fact has specific authority to encumber the property and to obligate the 

borrower.  Acceptable evidence includes a durable POA specifically designed to survive incapacity 
and avoid the need for court proceedings 

¶ For incapacitated borrowers, a POA may only be used where: 
o A borrower is incapacitated and unable to sign the mortgage application; 
o The incapacitated individual will occupy the property to be insured; and 
o The attorney-in-fact has specific authority to encumber the property and to obligate the borrower.  

Acceptable evidence includes a durable POA specifically designed to survive incapacity and avoid 
the need for court proceedings 

 
 
 
 
 

Rescission   
MiMutual will not waive a borrower's three-day right to rescind.  No exceptions. 
 
 

Title Companies/Settlement Agents   
MiMutual does not use an approved title company list. However, we reserve the right to refuse any title 
company/settlement agent.  A loan specific Insured Closing Protection Letter must be received prior to closing, 
along with specific wiring instructions. 
 

Back to Top 

  

NOTE:  For properties located in Florida, all Powers of Attorney executed after October 1, 2011 are required 
to be signed by a Notary Public and two witnesses. 
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Title Requirements 
 

Redemption Periods on Title 
MiMutual will not accept an unexpired redemption period exception on the final title policy.  This guidance 
applies when the seller is an entity other than the individual with redemption rights. 

 

Schedule B 
All exceptions reflected in Schedule B of the preliminary title report that may impact lien position must be 
addressed and/or cleared to ensure the final title policy will reflect the loan in first lien position 

 
 

Hazard Insurance 
For a first mortgage secured by a property on which an individually held insurance policy is maintained, 
MiMutual requires coverage equal to the lesser of the following:  

¶ 100% of the insurable value of the improvements, as established by the property insurer; or  

¶ the unpaid principal balance of the mortgage, as long as it at least equals the minimum amount—80% 
of the insurable value of the improvements—required to compensate for damage or loss on a 
replacement cost basis. If it does not, then coverage that does provide the minimum required amount 
must be obtained 

 
 
 
 
 

Non-Homestead Property Taxes 
When the subject property is not currently owner-occupied, but it is verified that it will be when the mortgage 
transaction is complete, the verified amount of homestead property taxes may be used in qualification.  This 
amount can be determined by county information that provides a clear description of the property tax 
amount once the homestead exemption has been applied. 
 
 

Verifications   
Verification forms (VOEs / VODs / VORs, etc.) must pass directly between the broker and the provider without 
being handled or transmitted by any third party or using any third party’s equipment.  Verifications must be 
addressed to the employer or financial institution and may not be directed to an individual (for example, 
verification may be directed to Account Verification Department or Human Resources, but not to John Doe).  
No document used in the processing or underwriting of a loan may be handled or transmitted by or through 
the borrower, a real estate agent or any other interested third party to the transaction.  The Verification of 
Deposit (VOD) and Verification of Employment (VOE) may be faxed documents or printed pages from the 
Internet if they clearly identify their sources (e.g., contain the names of the borrower’s employer or 
depository/investment firm).  The document must contain all headers/footers.  Fax transmissions must clearly 
identify the source and a printed web page also must show its uniform resource locator (URL) address as well 
as the date it was printed. 
 

Back to Top 

NOTE:  The deductible may not exceed the greater of either $1,000 or 1% of the policy coverage, or the 
minimum deductible offered by the borrower’s chosen insurance carrier. 
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Age of Documents 
Unless the nature of the document is such that its validity for underwriting purposes is not affected by being 
older than the number of prescribed days (e.g. divorce decrees, tax returns), credit documents utilized to 
qualify the applicant(s) must be no more than 120 days old on the date the note is signed. When 
the age of documents is greater than allowed, updated verifications that support the applicants continued 
eligibility must be obtained. 
 
Closing Protection Letters are valid for 30 days, unless the body of the CPL states a different validity period. 
 
 

Non-Purchasing Spouse   
On a purchase transaction, a non-purchasing spouse (or any other party) may appear on the security 
instrument or otherwise take title to the property at loan settlement.  On a purchase or refinance transaction, 
if required by state law (dower right/homestead states), in order to perfect a valid and enforceable first lien, 
the non-purchasing spouse may be required to sign either the security instrument and/or other 
documentation evidencing that he or she is relinquishing all rights to the property. If the non-purchasing 
spouse executes the security instrument for such reasons, he or she is not considered a borrower for our 
purposes and need not sign the loan application.  
   
Where there are non-purchasing spouses who sign security instruments relinquishing their rights to the 
property pursuant to applicable state laws, these non-purchasing spouses do not have to sign the mortgage 
note. Signing the security instrument for such purposes does not make the non-purchasing spouse a co-
borrower. 

 
Mortgages in the name of the non-purchasing spouse (the person named on the Note is not our borrower) 
must be verified as being paid as agreed.  Any delinquency on the mortgage history in the most recent 12 
months must be evaluated when determining the credit worthiness of the borrower. 
 

Non-Purchasing Spouse in Community Property States 
Except for obligations specifically excluded by state law, the debts of the non-purchasing spouse must be 
included in the applicant’s qualifying ratios when the applicant resides in a community property state or 
the property guaranteed is located in a community property state. The non-purchasing spouse’s credit 
history is not considered a reason to deny a loan application. However, the non-purchasing spouse’s 
obligations must be considered in the debt-to-income ratio unless excluded by state law. A credit report 
that complies with Rural Development requirements must be obtained for the non-purchasing spouse in 
order to accurately determine the debts that must be counted in the total debt ratio. Liabilities for a non-
purchasing spouse should be entered on the Asset and Liabilities page of GUS in the liabilities section, and 
the Notes data field of the liability line should be noted as “NPS Debt”.  Loans that receive an Accept from 
GUS do not require a downgrade to a Refer when manually inputting and capturing the debts of a NPS. 

 
Mortgages in the name of the non-purchasing spouse (the person named on the Note is not our borrower) 
must be verified as being paid as agreed.  Any delinquency on the mortgage history in the most recent 12 
months must be evaluated when determining the credit worthiness of the borrower.   

 
Community property states include: Arizona, California, Idaho, Louisiana, Nevada, New Mexico, Texas, 
Washington, and Wisconsin. 

 
Back to Top 
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Electronic Signatures 
MiMutual can accept eSigned origination documents (application, application disclosures, etc). 
 
All loan submissions using eSign must include a Disclosure Tracking Summary or Disclosure Tracking Detail.  If 
the Disclosure Tracking Detail indicate that disclosures were either not delivered in a timely manner to ensure 
compliance with federal and state regulations, or not in compliance with the eSign Act, the loan is ineligible for 
delivery to MiMutual. 
 

Ineligible Documents for eSignature 
The following documents require wet signatures: 

¶ Any closing documents or documents that require notarization or witnesses, including Power of 
Attorney 

¶ SSA-89  
  
 

Trusts  
Living (“inter vivos”) trusts must comply with local state regulations and the following requirements. To be 
eligible for financing, the borrower must be:  

¶ The settlor, or the person who created the trust, and  

¶ The beneficiary, or the person who is designated to benefit from the trust, and  

¶ The trustee or the person who will administer the trust for the benefit of the beneficiary, the borrower  
 

Eligible Borrowers  
¶ One or more borrowers with one living trust, or  

¶ Two or more borrowers with separate living trusts, or  

¶ Multiple borrowers with one or more holding title as an individual and one or more holding title as 
a living trust  

 

Eligible Properties  
¶ 1 unit primary residences  

 

Required Documentation  
¶ Attorney’s Opinion Letter from the borrower’s attorney, verifying all of the following:  

o The trust was validly created and is duly existing under applicable law,  
o The trust is revocable,  
o The borrower is the settlor of the trust and the beneficiary of the trust  
o The trust assets may be used as collateral for a loan,  
o The trustee is:  
Á Duly qualified under applicable law to serve as trustee,  
Á Is the borrower,  
Á Is the settlor,  
Á Is fully authorized under the trust documents and applicable law to pledge or otherwise 

encumber the trust assets  

¶ Complete copy of the trust documents certified by the borrower to be accurate, OR a copy of the 
abstract or summary for jurisdictions that require a lender to review and rely on an abstract or 
summary of trust documents instead of the trust agreements  

Back to Top 
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Exception for Trust Certificate Authorized States  
In lieu of the Attorney’s Opinion letter and copies of trust documents, the title company Trust Certification 
is acceptable for the following states: 

Alabama Kansas New Mexico Tennessee 

Arizona Maine North Carolina Texas 

Arkansas Michigan Ohio Vermont 

California Minnesota Oregon Virginia 

District of Columbia Missouri Pennsylvania Washington 

Idaho New Hampshire South Carolina Wyoming 

The same terms and conditions apply as shown above for the Attorney’s Opinion. 
 

Other Title and Closing Requirements 
¶ The title to the property is vested in the trustee on behalf of the trust (or such other customary 

practices), 

¶ Title binder may not contain any exceptions to coverage based on the mortgaged property being 
held by the living trust, 

¶ The Note must be executed individually by the settlor and by the trustee on behalf of the trust. The 
Revocable Trust Rider must be used with the mortgage or Deed of Trust 

¶ The date of the trust must be reflected on the Note as part of the description below the Trustee’s 
signature (i.e. Jane Doe, Trustee of the Jane Doe Trust dated April 1, 2000) 

 

Ineligible 
¶ Blind Trusts 

¶ Life Estates 
 
 

LDP/GSA Lists   
MiMutual will examine HUD’s Limited Denial of Participation (LDP) list and the U.S. General Services 
Administration’s SAM list.  The LDP and SAM lists must be checked on all loans.  If the name of any of the 
parties listed below appears on either list, the application is not eligible: 

¶ Applicant(s) 

¶ Seller(s) 

¶ Listing or selling real estate agent 

¶ Loan officer 
 
The LDP list may be checked by going to www.hud.gov, and the GSA list by going to 
https://www.sam.gov/portal/public/SAM/.       
 

Back to Top 
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CAIVRS 
All borrowers must be screened using HUD’s CAIVRS (Credit Alert Interactive Voice Response System) to 
determine if an applicant is delinquent on any federal loan.  A copy of the results page from the CAIVRS search 
should be included in the casefile. 
 
Recorded outstanding judgments obtained by the United States in a Federal court (other than the U.S. Tax 
Court) or any delinquent Federal debt identified by CAIVRS shall cause the applicant to be ineligible until the 
Federal debt is paid in full or otherwise resolved (i.e. an official release of liability has been issued). 
 
 

Ownership in Multiple Properties 
An applicant who owns a dwelling to which they will retain ownership is eligible for a guaranteed loan to 
purchase another home if all of the criteria below are met: 

¶ The homeowner’s current dwelling is not financed by a Rural Development guaranteed or direct 
Section 502 or 504 loan or active grant (the grant agreement has not expired);  

¶ The homeowner is financially qualified to own more than one house (the loan applicant is limited to 
owning one single family housing unit other than the one associated with the loan request);  

¶ The homeowner will occupy the home financed with the guaranteed loan as their primary residence 
throughout the term of the loan;  

¶ The current home owned no longer adequately meets the applicants’ need. Manufactured housing 
units that are not fixed on a permanent foundation are considered functionally inadequate.  The 
determination that the current home no longer adequately meets the applicant’s needs must include 
documentation of a significant status change in the circumstances of the borrower that require 
immediate remedy. Examples of changes in status could include, but are not limited to:  
o Severe overcrowding which is defined as more than 1.5 household residents per room (not 

bedroom). The room count generally includes a living room, dining room, kitchen, den, recreation 
room, and bedroom(s).  Room counts do not include the bathroom or an entry hall/foyer.  
MiMutual must obtain verification that overcrowding has existed for more than 90 days and will 
persist for at least nine (9) months into the future.  

o The disability or limited mobility of a permanent household resident that cannot be accommodated 
without substantial retrofitting of the current property, e.g., the installation of a ramp, an elevator 
or stair-lift, or extra-wide doors and hallways. MiMutual must obtain verification of the change in 
status, the existing property deficiencies, and the suitability of the new property.  

o The applicant is/has relocated with a new employer, or being transferred by the current employer 
to an area not within reasonable and locally recognized commuting distance. 

 
In all cases, MiMutual must provide an additional explanation of the burden upon the applicant imposed by 
the status change both in the near and longer term, and also the reasons beyond homeowner convenience, 
why the purchase of the property must be completed prior to the sale of the existing property. All 
documentation will be retained in the permanent loan file. 
 

Back to Top 
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Guarantee Fee 
For Conditional Commitments issued prior to October 1, 2016, the upfront Guarantee fee is 2.75% and the 
annual fee is 0.50%, regardless of transaction type,.   
 
For Conditional Commitments issued on/after 10/1/2016, for all transaction types, the upfront Guarantee Fee 
is 1.0% and the annual fee is 0.35%.   
 
The Guarantee Fees and Annual Fee Calculators are now available on the USDA LINC Training and Resource 
Library, at https://usdalinc.sc.egov.usda.gov/USDALincTrainingResourceLib.do.  The calculators are located in 
the Loan Origination section under Documentation and Resources.                                        
 
 

Occupancy 
Applicants must agree to personally occupy the dwelling as a principal residence throughout the term of the 
loan.  Bona fide occupancy in the home as the applicant’s principal residence within 60 days after signing the 
security instruments is required. 
 

Active Duty Military Applicants 
Active duty military occupants may be eligible for the SFHGLP. They must occupy the property as their 
principal residence.  The military applicant must express intent to meet occupancy requirements upon 
his/her discharge from the service.  A military serviceperson who cannot physically reside in a property 
because they are on active duty will be considered to meet occupancy requirements if the serviceperson’s 
family will continue to occupy the property as their principal residence.   

 

Student Applicants 
Due to the probability of relocation after graduation, full-time students cannot obtain loans unless they 
intend to make the home a permanent residence and there are reasonable prospects of securing 
employment in the area after graduation. 

 
 

Repair Escrow Holdbacks 
Permitted.  See the Repair Escrows chapter for details. 
 
 

Assumption 
Though USDA loans are assumable, MiMutual does not currently underwrite and/or close Assumption loans. 
 
 

Escrow Waivers for Property Taxes/Hazard Insurance/Flood Insurance 
Not permitted 
 
 

Registration of Funds 
The loan must be registered with MiMutual as an RD loan.  Registration of funds with RD will be completed by 
MiMutual’s Secondary Marketing Department. 
 

Back to Top 
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Solar Leases and Power Purchase Agreements 
These are agreements that are similar to renting a solar panel system.  Under these arrangements, the solar 
leasing company owns and maintains the solar panel system.   
 
These differ from PACE/Hero loans as they are not collected as special assessments by the taxing authority.  
Instead, the borrower pays the leasing company directly and generally places a lien (UCC filing) on title. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
When a property has an existing Solar Lease or PPA that is not being paid off, the following requirements must 
be met in addition to the standard agency requirements: 

¶ The solar panels may not be included in the appraised value of the property, however the appraiser 
must comment regarding the existence. 

¶ The property must maintain access to a conventional source of electric power that meets market 
standards. 

¶ The monthly lease payment must be included in the debt-to-income (DTI) ratio calculation. 

¶ Payments under power purchase agreements where the payment is calculated solely based on the 
energy produced may be excluded from the DTI ratio. 

¶ All liens must be subordinated to the new mortgage.  In lieu of subordination, the lien may be 
terminated and re-recorded after the new mortgage has been recorded to ensure MMI has first lien 
position.  Defer to the title company as to how they will ensure MMI’s first lien position. 

 
The complete Power Purchase Agreement must be reviewed in ALL circumstances.  The agreement must not 
contain any requirements for credit qualifying upon transfer – it must be transferrable without regard to the 
credit of the transferee.  Additional guidance regarding these transactions is available within the 4000.1 and 
should be reviewed in detail to ensure all requirements are met. 
 

Back to Top 
 
 

Common terms included in Solar Leases & PPAs: 
 

Term Length:  Residential solar leases are usually for 20 to 25 years.  
 

Performance & Maintenance:  The leasing company will monitor the system's performance to ensure that it is operating correctly for the 
duration of the lease. They are also responsible for maintaining and repairing it, although solar panels require little to no maintenance over 
their lifetime. 
 

Buying the System:  The solar panel system can be bought at any time during the lease term, at the price defined in the contract or its fair 
market value, whichever is higher. 
 

Selling the Home:  If the property is being sold, the remainder of the lease can be transferred to the homebuyer, or the system can be bought 
from the leasing company by the seller and included in the sale of the property. 
 

At the End of the Term:  When the agreement ends, the system can either be bought outright, the leasing company can remove it, or the 
system can be left in place and the agreement renewed with the owner. 

https://portal.hud.gov/hudportal/documents/huddoc?id=40001HSGH.pdf
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Manual Underwrites 

Loans that receive a GUS Refer recommendation or that must be manually downgraded may be eligible for a 
manual underwrite.  Significant differences between requirements for GUS Accept loans and manual 

underwrites exist and this chapter is intended to highlight many of those differences.  For complete Agency 
guidance (and for topics not referenced in this chapter), refer to the 3555.   

 
 

Credit Evaluation 
The underwriting decision to approve a mortgage must be based on an overall evaluation of the risks 
documented in the mortgage file.  Underwriters must consider the entire credit profile of each applicant and 
not approve a loan based upon a single component.  MiMutual may consider the strength of some 
components against the weakness of one component to arrive at a conclusion.  MiMutual must document the 
evaluation in the permanent file.  Whenever there is evidence of layered risk, more conservative underwriting 
standards must be utilized. 
 
A strong credit score cannot compensate for other risk layers associated with the loan. 
 
 

Credit Scores 
A minimum 640 middle score is required. MiMutual must perform a detailed review of all aspects of the 
applicant’s credit history.  Credit scores will be utilized to underwrite manually underwritten loans.  Applicants 
with validated credit scores of 640 or greater meet the minimum credit reputation provided indicators of 
unacceptable credit are not present in the applicant’s credit file.  The presence of collections, charge-offs, 
judgments, disputed accounts, authorized user tradelines, and payment shock in the credit analysis may 
require further evaluation and documentation by MiMutual.  
 
Borrowers whose credit only reflects one score will require a NTMCR to be developed.   
 

Back to Top 
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Verification of Nontraditional Credit Sources  
A non-traditional credit report may need to be developed for borrowers who do not meet traditional credit 
requirements.  For these applicants, a Non-Traditional Mortgage Credit Report (NTMCR) may be developed. A 
NTMCR may not be used to offset derogatory references found in the applicant’s RMCR or MMCR/TRMCR; it 
should not be utilized to enhance the credit history of an applicant with a poor payment record or to 
manufacture a credit report for an applicant without a verifiable credit history.  
 
MiMutual will accept an NTMCR or independent verification of trade references. Two trade references are 
required when at least one of the trade references includes verification of rental housing payments or 
mortgage loan payments. If unavailable, at least three trade references must be used to determine if an 
applicant has a sufficient credit history. 
 
Acceptable forms of documentation for a NTMCR include:  

¶ Cancelled checks;  

¶ Third-party verifications; or  

¶ Non-traditional credit report for the following non-traditional credit sources that include the creditor’s 
name, date the account was opened, account balance, monthly payment due, and payment history 
reported in 0x30, 0x60, 0x90 format. Subjective statements such as “satisfactory” or “acceptable” are 
not an acceptable format for repayment history confirmation. Rural Development will accept reports 
by providers who develop bill payment histories.  

 
Acceptable non-traditional trade-line sources include a recent 12-month payment record of the following:  

¶ Rent payments;  

¶ Utility payment records (if utilities were not included in any rent payments) such as gas, electricity, 
water, land-line home telephone service or cable TV;  

¶ Insurance payments (excluding those premiums paid through payroll deductions, for example, 
employee group health plans) such as medical (other than those provided as an employee benefit 
through salary), automobile, life and household, or renter’s insurance.  Insurance premiums paid other 
than monthly, such as quarterly or annually, will require documentation that meet a full 12 month 
history of payments;  

¶ Payments to child care providers – made to a business providing such a service;  

¶ School tuition;  

¶ Payments to local stores (department, furniture, appliance and specialty stores);  

¶ Payments for the uninsured portions of any medical bills;  

¶ Internet/cell phone services;  

¶ Automobile leases;  

¶ A personal loan from an individual (other than a family member) with repayment terms in writing and 
supported by cancelled checks or money order receipts to document repayment;  

¶ A documented 12-month history of saving by regular deposits (at least quarterly/non-payroll 
deducted/no NSF checks reflected), resulting in a reserve account equal to three months of proposed 
mortgage payments (PITI) as a cash reserve post-closing; or  

¶ Any other reference which gives insight into the applicant’s willingness to make periodic payments on 
a regular basis for credit obligations.   

 
Caution must be exercised when evaluating applicants who use non-traditional credit histories to supplement 
limited traditional credit. 
 

Back to Top 
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Two nontraditional sources are required for applicants who currently pay rent or housing expenses. 
Rent/housing may be included as one of the two trade lines. Three nontraditional sources are required for 
applicants with no current rent/housing expenses. The alternative credit tradeline may be open, closed, 
and/or paid in full by the applicant.  It must have a recent 12 month history.  Traditional tradelines, with a 12 
month payment history listed on the credit report, can be combined with eligible nontraditional tradelines to 
obtain the required number of tradelines noted in this paragraph.  
 
MiMutual may collect canceled checks, money order receipts, and/or written verifications that include the 
creditor’s name, date the account was opened, account balance, monthly payment due, and payment history 
reported in 0x30, 0x60, 0x90 format. Subjective statements such as “satisfactory” or “acceptable” are not an 
acceptable format for repayment history confirmation. RD will accept reports by providers who develop bill 
payment histories. 
 
Acceptable trade line sources include a recent 12 month payment record of rent or housing, utilities, 
insurance (excluding those paid through payroll deductions), school tuition, payments to retail stores, and 
evidence of accumulated savings (by regular deposits, non-payroll deducted, no NSF checks reflected) of liquid 
assets or cash reserves available post loan closing equal to 3 months of PITI payments. 
 
Payments made to relatives for credit sources are ineligible as a non-traditional trade reference. 
 
Applicants may only have one 30 day delinquency on one nontraditional trade line within the last 12 months 
(not housing). 60 and 90 day delinquencies, as well as reports of disconnection notices or collection 
accounts/court records (other than medical) filed in the past 12 months are unacceptable. Ratios for housing 
expense and debt-to-income expense should be minimal. 
 
A credit waiver with supporting documentation validating the circumstances leading to adverse credit is 
required for all loans.                                                                                                                                            
 
 
 
 
 

Verification of Rent or Housing Debt 
Some first time homebuyers do not have a verifiable housing or rent payment history. In such cases, a rent 
history is not required. If the applicant’s and co-applicant’s credit score is under 680 and the applicant(s)/co-
applicant(s) has a rent payment history, MiMutual will obtain a rent payment reference either as part of the 
credit report, or directly from the landlord, or through cancelled checks covering the most recent 12 months 
prior to the loan application. When a private individual is the applicant’s present landlord, 12 months’ worth 
of cancelled checks indicating a satisfactory rent payment history is preferred. Written verifications by 
independent management companies and private landowners may be accepted in lieu of canceled checks or 
money order receipts, provided the landlord is not a relative of the borrower. If the applicant does not have a 
full 12 month history, verify any previous payment made in the last 12 months. Written verification must 
include creditor name, date of the rental agreement or when the contract began and the monthly payment 
due. Payment history must be reported in 0x30, 0x60, 0x90 day format. Statements such as “satisfactory” or 
“acceptable” are not valid. 
 
Applicants with credit scores of 680 and above are not subject to verification of rent. 

Back to Top 

NOTE:  For this section, a recent account is defined as an account which was closed no more than six 
months from the guaranteed loan application date 
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Credit History 
The applicant must have a credit history which indicates a reasonable ability and willingness to meet 
obligations as they become due. 
 
Any or all of the following are indicators of an unacceptable credit history unless the cause of the problem was 
beyond the applicant's control and the criteria regarding mitigating circumstances below are met: 

¶ Foreclosure/Deed-in-Lieu of Foreclosure within 3 years, including pre-foreclosure activity, such as a pre-
foreclosure sale or short sale in the previous 3 years 

¶ Bankruptcy  
o Chapter 7 bankruptcy discharged in the previous 3 years 

Á An elapsed period of less than 3 years, but not less than 12 months, may be acceptable if the 
applicant meets the criteria for a credit exception 

o Chapter 13 bankruptcy that has yet to complete repayment (repayment plan in progress) or has 
completed payment in the most recent 12 months 
Á Plans that are completed for 12 months or greater do not require a credit exception 

¶ Late mortgage payments if any mortgage tradeline during the most recent 12 months shows 1 or more 
late payments of greater than 30 days 

¶ Late rent payments paid 30 or more days late within the last 12 months 
 
When indicators of unacceptable credit are present and MiMutual proposes to approve a credit exception, the 
Credit Exception guidance must be met before an exception to credit can be granted.  Documentation to 
support the approval of a loan request must be obtained. 
 
A credit waiver with supporting documentation validating the circumstances leading to adverse credit is 
required for all loans. 
 

Mitigating Circumstances 
MiMutual may consider mitigating circumstances to establish the borrower's intent for good credit when 
the applicant provides documentation that: 

¶ The circumstances were of a temporary nature, were beyond the applicant's control, and have 
been removed (e.g., loss of job; delay or reduction in government benefits or other loss of income; 
increased expenses due to illness, dispute over payment for defective goods or services); or 

¶ The loan will significantly reduce the applicant’s housing expenses, which will result in improved 
debt repayment ability. A significant reduction in housing expenses would be 50% or more. 

 

Recent and/or Undisclosed Debts and Inquiries 
¶ MiMutual must determine the purpose of any recent debts as the indebtedness may have been 

incurred to obtain funds to close the loan.  Any new debt and payment must be included in the final 
underwriting analysis 

¶ An applicant must provide a satisfactory explanation for any significant debt noted on the credit 
report, but not included on the loan application 
o Recent and undisclosed debts must be added to the loan application and considered in the credit 

underwriting analysis 
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Authorized User Tradelines   
MiMutual must review the credit report tradelines in which the applicant has been designated as an 
authorized user in order to ensure that any open tradelines are an accurate reflection of the applicant’s credit 
history.  Closed authorized tradelines require no consideration.  An authorized user account that is classified 
as “terminated” on the credit report is equal to a closed tradeline. 
 
Tradelines that list the applicant as an authorized user cannot be considered in the underwriting decision 
unless another applicant in the mortgage transaction is the owner of the tradeline, or the owner of the 
tradeline is the spouse of an applicant, or the applicant can provide documented evidence that they have 
made the payments on the authorized user account for 12 months preceding application.   
 
MiMutual must ensure that any open authorized user tradelines reported on the credit report are an accurate 
reflection of the applicant’s independent approach to credit repayment and credit history. 
 
 

Collection Accounts 
For manually underwritten loans, MiMutual must document reasons for approving a loan request (mitigating 
circumstances) when collection accounts are present and remain unpaid.  For each outstanding collection 
account, the applicant must provide a letter of explanation together with documentation supporting the 
applicant’s justification.  The supporting documentation and explanation must be consistent with other credit 
information in the file. 
 
A Capacity Analysis must also be performed.  See Collection Accounts in the Credit chapter for further details. 
 
 

Charge-Off Accounts 
A charge-off is already reflected in the credit score, and does not need to be included in the applicant’s long-
term liabilities or debt.  If the applicant has entered into an agreed-upon repayment plan with the creditor, a 
liability payment will be included in the long-term liability/debt.   
 
MiMutual will consider a charge-off as a derogatory credit item, to be addressed in with any credit exception 
considered, if the applicant’s credit score is below 640. 
 
 

Judgments 
 

Federal Judgments 
Applicants who have outstanding Federal judgments (other than IRS) that are open and unsatisfied are 
ineligible for the SFHGLP.  Applicants who have an IRS tax debt are ineligible if a repayment plan is not 
underway.  If a repayment plan is underway, MiMutual will determine if the repayment plan meets the 
criteria of a credit exception. 
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Non-Federal Judgments 
Court-ordered judgments MUST be paid off before the mortgage loan is eligible for a guarantee unless the 
applicant provides documentation indicating that regular payments have been made on time in 
accordance to a documented agreement with a creditor.  MiMutual will determine if the repayment plan 
meets the guidelines. 

 
 

Chapter 7 Bankruptcy 
A Chapter 7 bankruptcy (liquidation) does not disqualify an applicant from obtaining a mortgage loan if at least 
three years have elapsed since the date of the discharge of the bankruptcy.  During this time, the applicant 
must have reestablished good credit or chosen not to incur new credit obligations. 
 
An elapsed period of less than 3 years may be acceptable for a loan guarantee if the applicant can show the 
bankruptcy was caused by extenuating circumstances beyond their control and has since exhibited a 
documented ability to manage their financial affairs in a responsible manner for a reasonable period of time 
following discharge.  Eligible mitigating circumstances must meet guidance.  Supporting documentation must 
be obtained. Generally, a borrower whose bankruptcy has been discharged less than 1 year should be 
ineligible to enable the applicant to reestablish their credit. 
 
MiMutual must document the applicant’s current situation indicates the events that led to the bankruptcy are 
not likely to recur. 
 
When a Chapter 7 bankruptcy absolved the mortgage debt for the applicant, any foreclosure or remaining 
foreclosure pending is an action against the property, not the applicant. The foreclosure action is not 
considered as an indicator of unacceptable credit in the applicant’s evaluation. A loan underwritten with the 
assistance of GUS will not be required to be manually downgraded when the bankruptcy discharge included 
the mortgage debt. 
 

If an applicant has a real estate mortgage discharged in a Chapter 7 bankruptcy; however, a foreclosure action 
is not concluded, the applicant may remain in ownership of the property. In this example, title must be 
transferred to the lender of the pending foreclosure in order to remove the applicant from ownership and 
responsibility of real estate taxes and homeownership dues of the property. If title is not transferred, the 
applicant will be subject to guidance regarding Ownership in Multiple Properties. 
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Chapter 13 Bankruptcy  
 

In Progress 
A Chapter 13 bankruptcy plan in progress does not disqualify an applicant from obtaining a mortgage loan, 
provided the following criteria can be met: 

¶ MiMutual documents 12 months of the debt restructuring plan has elapsed; and  

¶ The applicant’s payment performance has been satisfactory; and  

¶ All required payments were made on time; and 

¶ The applicant receives written permission from the bankruptcy court/trustee to enter into a 
mortgage transaction. 

 
In addition to the criteria set forth above for a plan in progress, a credit exception by MiMutual will be 
required.  The Chapter 13 payment must be included in the debt ratio. 
 

Completed 
A completed Chapter 13 bankruptcy plan will not require a credit exception provided the applicants have 
demonstrated a willingness to meet obligations when due for the full 12 months prior to the date of loan 
application. 

 
 

Short Sale / Pre-Foreclosure Sale 
Short sales / pre-foreclosure sales will render the borrower ineligible for a mortgage loan if they pursued a 
short sale agreement on their principal residence to take advantage of declining market conditions and 
purchases at a reduced price a similar or superior property within a reasonable commuting distance. 

 
If an applicant was current at the time of the short sale, or in the case of divorce, at the time of the divorce, 
they may be eligible for a new mortgage loan. The prior mortgage payment history must reflect all mortgage 
payments due were made on time for the 12 month period preceding the short sale, or the time of the 
divorce, and all installment debt payments for the same period were also made within the month due. 

 
An applicant in default on their mortgage at the time of the short sale or pre-foreclosure sale is generally not 
eligible for a new mortgage loan for three years from the date of pre-foreclosure sale. 
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Consumer Counseling Payment Plans 
For manually underwritten loans, participation in a consumer credit counseling program does not disqualify an 
applicant from obtaining a mortgage loan, provided:  

¶ MiMutual documents that one year of the pay-out period has elapsed under the plan; and  

¶ The applicant’s payment performance has been satisfactory, and all required payments have been 
made on time; and  

¶ Written permission from the counseling agency to enter into the mortgage transaction and counselor 
recommendation of the applicant as a good credit risk is required. 

 
MiMutual must evaluate the applicant’s credit in accordance with Credit Exception guidance. Some creditors 
may still report the applicant as delinquent, even though they have agreed to accept a lesser payment. This 
must be considered in the analysis of the applicant’s overall credit. The repayment plan payment must be 
included in the liabilities of the applicant. 
 
 

Disputed Credit Tradelines   
All disputed accounts with outstanding balances/payments must have a letter of explanation and 
documentation supporting the basis of the dispute. Those debts that have been excluded from the debt ratios 
must have evidence in the permanent loan file to support a justifiable dispute.  Evidence may include 
correspondence from the applicant and/or their attorney to the creditor.  MiMutual will analyze the 
documentation presented and confirm that the explanation and supporting documentation are consistent 
with the credit record. 
 
 

Ratios 
Standard Rural Development ratio requirements apply: 

¶ Maximum housing ratio of 29% 

¶ Maximum total obligations ratio of 41% 
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Debt Ratio Waiver Requests 
An applicant’s PITIA ratio may exceed 29% and the total debt ratio may exceed 41% if MiMutual determines 
that strong meaningful compensating factors demonstrate that the household has higher repayment ability. 
 

Purchase Transactions 
Agency concurrence with a request by MiMutual for a debt ratio waiver may be grated if all of the 
following conditions are met: 

¶ Either 
o The PITIA ratio is greater than 29%, but less than or equal to 32%, accompanied by a TD ratio 

not exceeding 44%, or 
o The TD ratio is greater than 41%, but less than or equal to 44%, accompanied by a PITIA ratio 

not exceeding 32% 
AND 

¶ The credit score of all applicants is 680 or greater, and 

¶ At least one of the acceptable compensating factors listed below is identified and supporting 
documentation is provided to the Agency 

 
Acceptable Compensating Factors and Supporting Documentation 

¶ The proposed PITIA is equal to or less than the applicant’s current verified housing expense for 
the 12 month period preceding loan application.  Verification of housing expenses may be 
documented on a Verification of Rent (VOR) or credit report.  The VOR or credit report must 
include the actual payment amount due and report no late payments or delinquency for the 
previous 12 months. Rent or mortgage payment histories from a family member will not be 
considered unless 12 months of cancelled checks, money order receipts, or electronic payment 
confirmations are provided.  A history of less than 12 months will not be considered an 
acceptable compensating factor. 

¶ Accumulated savings or cash reserves available post-loan closing are equal to or greater than 3 
months of PITIA payments. A Verification of Deposit (VOD) or two most recent consecutive 
bank statements document the average balance held by the applicant are required. Cash on 
hand is not eligible for consideration as a compensating factor. 

¶ The applicant(s) (all employed applicants) have been continuously employed with their current 
primary employer for a minimum of 2 years. A Verification of Employment (VOE), or VOEs 
prepared by an employment verification service (e.g., The Work Number) must be provided. 
This compensating factor is not applicable for self-employed applicants. 
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Refinance Transactions 
For manually underwritten refinance loans, MiMutual must thoroughly document the compensating 
factors that justify an exception. Higher repayment ratio exceptions are feasible when an applicant 
demonstrates compensating factors indicating the capacity, willingness, and ability or pay mortgage 
payments in a timely manner. The presence of compensating factors does not strengthen a ratio exception 
when multiple layers of risk, such as a marginal credit history, are present in an application.  
 

Acceptable Compensating Factors 

¶ Credit score of 680 or higher. Credit scores of 680 and higher can be documented as a standalone 
compensating factor for a debt ratio waiver request, if no additional risk layers are present (e.g., 
adverse credit, or payment shock, etc.).  

¶ The borrower(s) has successfully demonstrated the ability to pay housing expenses equal to or 
greater than the proposed monthly housing expense for the new mortgage over the past 12 
months.  

¶ The borrower(s) has demonstrated a conservative attitude toward the use of credit.  

¶ The borrower(s) has demonstrated an ability to accumulate savings comparable to the difference 
between current housing costs and projected costs.  

¶ Cash reserves post-closing. The use of retirement accounts as compensating factors and as cash 
reserves is limited to 60% of the vested amount of the retirement asset to offset potential 
withdrawals by the applicant(s). Retirement accounts that restrict withdrawals to circumstances 
involving the borrower’s employment separation, retirement or death should not be considered as 
a compensating factor or as cash reserves.  

¶ Continuous employment with the current primary employer.  
 
 

Payment Shock 
Payment shock is a risk layer that must be considered in the loan analysis when the PITI ratio exceeds 29% and 
the proposed mortgage payment is 100% or greater than the applicant’s current housing expense or when the 
applicant has no history of rent or housing expense. 
 
Payment shock is not a risk layer for any loan if the PITI ratio is 29 percent or below. 
 
Calculation:  Proposed PITI ÷ Current Housing Expense - 1 =____x 100 = Payment Shock percent 
 
In cases where payment shock is 100 percent or higher and qualifying PITI ratios are exceeded as noted above, 
as well as in cases where the applicant did not have a housing expense prior to purchasing a home, no 
additional risk layering (such as adverse credit waivers or debt ratio waivers) should be allowed without strong 
compensating factors. Acceptable compensating factors include, but are not limited to, the following 
examples:  

¶ The applicant(s) has an ability to accumulate savings or cash reserves;  

¶ The applicant(s) has a demonstrated conservative attitude toward using credit;  

¶ The applicant(s) has potential for increased earnings, as indicated by job training or education in the 
applicants profession;  

¶ The applicant(s) has a representative credit score of 680 or higher  
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Repair Escrows 

Introduction  
Repair escrows, post-issuance of the Loan Note Guarantee, are acceptable provided the home is habitable.  All 
items of new construction must be 100% complete in accordance with plans and specifications except for 
minor items not affecting the livability of the structure or that cannot be completed due to weather 
conditions. 
 
Escrow holdbacks are used to facilitate loan closings for properties that require no more than $5,000 of 
repairs.  The borrower is required to establish a cash escrow that will ensure the completion of the required 
repairs.  These proceeds are held in an escrow account until the repair requirements are completed.  This 
borrower accommodation allows the loan to close and the borrower to occupy the property while incidental 
work is finished. This document is intended to give guidance on proper qualification and closing procedures.   
 
When exterior development work is planned and cannot be completed due to inclement weather, material 
shortages, or other acceptable reasons, or when a dwelling is complete with the exception of minor interior 
development work, the Agency may issue the Loan Note Guarantee on the loan when all of the following 
conditions are met: 

¶ Minimum amount: $500 

• The total cost of any remaining work, exterior and interior, is not greater than $5,000 or 10% of the 
final loan amount, whichever is less; 

• The livability of the dwelling is not affected; 

• A signed contract between the borrower and the contractor is in effect for the proposed repair work; 

• The funds to be escrowed are not less than the contractor’s repair cost contract.  The underwriter may 
determine the escrow amount, which could exceed the repair cost; 

• The final HUD-1/Closing Disclosure reflects the holdback; 

• The work will be complete within 90 days of closing (except in cases of exterior repairs that cannot be 
completed due to inclement weather); 

• An inspection report certifying the defect/repair has been properly repaired.  Certification of 
completion is provided to verify the work was completed, and must: 
o Be completed by the appraiser; 
o State that the improvements were completed in accordance with the requirements and conditions 

in the original appraisal report; 
o Be accompanied by photographs of the completed improvements; and 
o The individual performing the final inspection of the property must sign the completion report 

¶ An amount equal to 150% of the estimated cost of the repairs will be collected at time of closing (so 
the maximum escrow amount permitted would be $7,500).   
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Holdbacks Not Permitted  
Per Rural Development guidelines, the dwelling on the mortgaged premises must be habitable and safe.  Items 
essential for customary occupant use and enjoyment, or for property safety or durability, may not be 
escrowed.  Under no circumstances may a loan be closed if the uncompleted items affect livability or the 
integrity of the structure (i.e., lack of gas, electricity, plumbing, or HVAC, or foundation defects). 
 
 

Escrow Holdback Account Administration  
MiMutual will hold and administer the repair escrow account. 
 
 

Determining the Escrow Amount 
The minimum amount permitted to be escrowed is $500 or the amount of the repairs multiplied by 150%, 
whichever is greater. 
 
When setting up an escrow holdback, the following documentation is required for the Underwriter’s review 
and approval, specific to the holdback, before the loan is cleared to close 

¶ One (1) itemized bid from a licensed contractor that clearly identifies each item to be completed, 
including an itemized estimation of costs.  

¶ A copy of the contractor’s current license.  

¶ The appraisal detailing the required work 

¶ Any other specific documentation  
 

The amount of repairs will be determined by the underwriter, and multiplied by 150% (1.5 times) to arrive at 
the total escrow figure.  The borrower must have sufficient funds documented to establish the repair escrow 
account.   
 

 

At Closing 
A formal Repair Escrow Holdback Agreement will be required to be executed by the borrower and MiMutual. 
A $175 Appraisal Re-Inspection Fee, will be required and collected from the borrower at closing. It is 
acceptable to disclose this as a separate itemized Re-inspection fee or added to the total cost of the appraisal. 
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Completion of Repairs 
Generally, all repairs are to be completed by the borrower within 90 days of closing. Upon completion of the 
work (and prior to the repair escrow deadline), MiMutual will work directly with the customer and the 
contractor to document all the work has been completed. We will then order the Appraisal Update and/or 
Completion Report (Form 1004D), indicating all on-site repairs have been acceptably completed. MiMutual 
will pay for the inspection of the completed repairs with the Repair Escrow Administration Fee collected at 
closing (funds will not come from the repair escrow account). 
 
MiMutual may only release funds when repairs and improvements per the draw request meet all federal, 
state, and local laws, codes, and ordinances, including any required permits and inspections.  MiMutual will 
then disburse the escrow to compensate the borrower or the contractor, as appropriate.  If actual repair costs 
are less than the amount escrowed, the balance of the escrow will be applied to reduce the outstanding 
principal balance of the mortgage, without exception. If the escrow is inadequate, or if additional items 
requiring repair are discovered at some subsequent date, it is the borrower's responsibility to bear the 
additional cost. If the borrower fails to complete the required repairs within 90 days of closing, or the repairs 
are unsatisfactory, MiMutual must apply the escrow amount to reduce the outstanding principal balance of 
the mortgage.   
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Streamline Refinances 

MiMutual requires streamline refinance transactions to fully credit and income qualify.  Standard upfront and 
annual guarantee fees apply.  Unless specified below, all standard USDA guidelines apply, including income 

and eligibility restrictions. 
 
 

Maximum Mortgage Amount Calculation 
Only the principal balance of the loan being refinanced, current interest charges due, a reasonable and 
customary fee for reconveyance, and the one time up‐front guarantee fee may be included in the new loan 
amount.  The refinance loan amount may not exceed the original loan amount at the time of purchase. 
 
 
 
 

Underwriting and Eligibility Criteria 
 

Qualification Requirements 
All streamlines will be credit/income qualified.  The total adjusted income for the household cannot 
exceed the moderate level for the area. 

 

GUS 
Streamline refinance transactions may use GUS to receive a recommendation, or can be manually 
underwritten.  
 

Status of the Current Mortgage 
¶ The mortgage being refinanced must be current for the month due.  No mortgage delinquency is 

permitted in the last 180 days. 
 

Additional Eligibility Criteria 
¶ The loan being streamlined must be a USDA Guaranteed loan (Section 502 Direct loans are 

ineligible) 

¶ Evidence must be provided that the last 6 consecutive monthly payments have been made (at a 
minimum), beginning with the payment made on the first payment due date 

¶ The first payment due date of the refinance loan must occur no earlier than 210 days after the first 
payment due date of the loan being refinanced 

¶ Properties located in areas that have been determined to be non-rural since the existing loan was 
made are eligible for a streamline refinance  

¶ The loan being streamlined must have closed at least 12 months prior to the Agency’s receipt of a 
Conditional Commitment request for refinance 

¶ The loan security must include the same property as the original loan. The security property must 
be owned and occupied by the applicants as their principal residence 
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Net Tangible Benefit 
A Net Tangible Benefit to the borrower must exist.   
 

 

Maximum Term 
30 year fixed rate 
 
 

Occupancy 
Primary residence only 
 
 

Cash Back to Borrower at Closing 
Cash out is not permitted, with the exception of a nominal amount due to final escrow and interest 
calculations. Borrowers may receive reimbursement for eligible loan costs they have advanced from personal 
funds. 
 
 

Adding Individuals to Title/Mortgage 
New borrowers may be added, providing one original borrower remains. 
 
 

Deleting an Individual from Title/Mortgage 
Existing borrowers may be deleted, providing one original borrower remains. 
 
 

Maximum Qualifying Ratios 
MiMutual will allow ratios up to 29/41%.  A debt ratio waiver may be requested with documented 
compensating factors. 
 
 

Documentation Requirements 
All streamlines are credit and income qualified, and sufficient funds to close must be documented according to 
standard guidelines.  In addition to standard documentation requirements, a copy of the Note and a current 
payoff statement are required for the loan amount calculation. 
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NOTE: An appraisal, HUD handbook inspections, termite inspections, septic inspections, or well inspections 
are not required on streamlines. 


