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Mr. William Harrington 7 v =
Office ¢f the Secretary of State _ - LI
State Capitol ) -
Charleston, WV 25305 . . , iy o
Re: West Virginia Housing Development Fund g

Dear Mr. Harrington:

I represent West Virginia Housing Development Fund,
which has £filed in your office its "Administrative Regulations
of the Housing Development Fund, State Mortgage And Industrial
Development ~Pool", Series I (1982). As you know from talking
with Joe Hatfield, the Executive Director of the Housing
Development Fund, all of the money in that pool has been used
to finance single-family mortgage loans. However, because of -
the continuing nature of the duties of the Housing Development
Fund with respect to those lcans, and the fact that provisions
are included in the Regulation for the future assumption of
such loans by purchasers from the original borrowers, and also
for the prospective increase in interest rates on such loans,
we have advised the Housing Development TFund <that the
Regulations should not be deleted. I certainly appreciate your
desire to rid your £f£ile of as many out-dated regulations as
possible, but I hope you will appreciate our position that,
legally, it is essential for the Regulations to stay in effect
as long as these loans are outstanding. If you have any
guestions regarding this matter, please call me.

SdAncerely,
JOEN R. LUEKENS

JRL/sT
cc: Mr., Joe W, Hatfield
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CERTIFICATE OF REFILING
OF ADMINISTRATIVE RULES

Ahe Honorable A. James Manchin
Secretary of State

and
The Lagislative Rule-Making
Review Committee

3
O

The undersigned, Joe W. Hatfield, Executive Director
of the West Virginia Housing Development Fund, hereby resubmits
for refiling pursuant to W. Va. Code § 29A-2-5(a) (1) to the
Secretary of State ©f West Virginia two copies and (ii) to the
Legislature Rule-Making Review Committee fifteen copies, of the
West Virginia Administrative Ragulations of the West Virginia
Housing Development Fund, Series I (1982). These Regulatiocns
were promulgated under the authorlty of Chapter Thirty-One,

Article Eighteen-B, Section One, et seq., ©of the Code of West
Virginia, 1831, as amended.

I hereby CERTIFY that the enclosed Regulations are S
true and accurate coples of the Regulaticns issued and proposed
by the West Virgilnia Housing Development Fund.

WITNESS my signature this 27th dav of December, 1982.

~ ¢ W Ndep Gy 700

Joe W. Hatfield, Executive DY¥rector
of West Vlrg1nla Housing
Development Fund
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- ADMINISTRATIVE REGULATIONS
OF THE _
WEST VIRGINIA HOUSING DEVELOPMENT FUND

STATE MORTGAGE AND INDUSTRIAL
DEVELOPMENT INVESTMENT POOL

INDEX
SERIES I
(1s82)
Section 1
1.0% to 1.05 General
Sectijon 2
2,01 to 2.06 Description of Program
” Section 3
~ 3.01 to 3.03 Determiﬁing Eligibility for Program Loans
Section 4
4.01 to 4.04 Determining Eligibility of Dwelling

Section 5
Intreoduction of Forms: Procedural Guide
5.01 to 5.02 to Provide Supplementary Reguirements
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WEST-VIRGINIA-ADMINTSTRATIVE REGULATIONS 2

WEST VIRGINIA HOUSING DEVELOPMENT FUND

i Va . Code-§§—3t-18B=1 €T 5aq.C
Series &/
41982

Subject: Refiling o¢f Administrative rules pertaining to
administration of single-family mortgage °~ loans
for West Virginia State Board of Investments
under State Mortgage and Industrial Development
Investment Pocl

Section 1. General
1.01. Scope - These rules are being refiled pursuant to

W. Va., Code § 29%9A-2-5{a) and are lidentical with the rules filed

in the office of the Secretary o©of State of West Virginia on
July 1, 1882, These rules apply to the origination, purchase
and servicing of single-family mortgage loans by West Virginia
Housing Development Fund (the "Housing Development Fund") and
its agents, on behalf of the West Virginia S8State Board of
Investments (the "Beard of Investments”), from funds provided
in the "State Mortgage and Industrial Development Investment

Pool" pursuant to W. Va, Code §§ 31-18B-1, et seg. These rules

are 1issued to implement the loan program mandated by such
legislation, to prOﬁide procedures designed to safeguard the
investments to be made with funds from the Mortgage Investment
Pool and to effectively discharge the duties imposed on the
Housing Deveiopment Fund as admiﬁistrator of the program on

behalf of the Board of Investments. These rules include




WV Housing Develorment Pund
24dm. Reg. §§ 31-18B-1 - Sec.
Series I '

|
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legislative rules, interpretive rules and procedural rules,
which are hereby identified as follows:

(a}) Legislative Rules =~ 5ection_2.03(b), {cy and (i)

are legislative rules, relating to W. Va. Code § 31-18B-7.

(b) Interpretive Rules - BSection 2.01, Section 2.02,

Section 2.03(d) through (h), Secticn 2.03{(j) and (k), Section 3

and Section 4 are interpretive rules, relating to W. Va. Code

§ 31-18B-8.

{c} Procedural Rules - Sectioq_ 2.04,’ Se¢tion 2.05,

Setion 2.06 and Section 3 are procedural rules, relating to

W. Va. Code § 31-18B-11.

-

1.02. Authority - These rules were issued pursuant to the

authority of W. Va. Code §§ 31-18B-1, et seg., and are refiled

pursuant to the requirement of W. Va. Code § 29A-2-5(a).

1.03, Filing Date - These proposed regulations were issued

on the 1lth d&ay of June, 1982, and filed on the lst day of
July, 1982, and refiled on December 27, 1982, in the office of
the Secretary of State of West Virginia.

1.04, Effective Date - These proposed regulations became

effective on the 15th day of August, 1982, except for the
legislative rules, which will remain effective as emergency

rules until authorized by the Legislature of West Virginia.

‘Section 2. Description ¢f Program

2.01. gGeneral Purpose - The Legislature of West Virginia
has created and established the State Mortgage and Industrial
Development Pocl from which the RBozard of Investments shall make

available for investment in single-~family mortgage loangs the
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WV Housing Development Fund
Adm. Reg. §§ 31-18B-1, EE_EEE' Sec. 2.01
 Series I -
sum of $20 million on June 11, 1982, the sum of $20 million on
Cctober 1, 1982, and the sum of $10 million on January 1,
l 1983, Unless sooner invested”in single-family mortgage loans,
the funds revert to the exclusive control of the anrd of
Investments one year from the date on which the funds become
part of the Mortgase Investment Pool.

2.02, Definitions - The following terms have the fcllowing

meanings when used in these regulaticns:
(a) "Act" means Article 18R of Chapter 31 of the Code
of West Virginia, 1931, as amended.

(b} "Approved Servicer" means any person legally

authorized to engage in the business c¢f servicing loars of the

general character of Program Leans in the State, having one or
: more offices in the State at which residential mortgage loans
are originated and which has been approved by and entered into
a Program Lean Servicing Agreement with the Beard of Invest-
ments. An Appreoved Servicer which is a bank or savings and
loan association must be under the supervision of the
Department ¢f Banking cf the State or ke a national bénking
association or a federal savings and loan association having

its principal place of business in the State.

(c¢) "Closing Costs" mean the fees and charges cus-

tomarily collected by a lender from a borrower in a residential
real estate mortgage loan transaction, to pay real estate
-.taxes, mortgage insurance premiums, property insurance

premiums, mortgagee title insurance premiums, survey fees, fees

Page 3
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Adm. Reg. §§ 31-218B-1, et seg. Sec., 2.02
Series I ,
for preparation of the deed, deed of trust, settlement state-
ment and related documents, escrows for future payment of taxes
and insurance, cfficial fees and fees for notarizing deeds and
cther documents, appraisal fees, credit repeorts and other items
cf a similar nature.

(a; “Eligible Borrower" means a perscn or family,

irrespective o¢f race, sex, naticonal crigin, religion or
location in tﬁis State, whose gross family income for each of
the two calendar years preceding the year in whizch the
commitment to make the Program Loan is issued is $50,000 or
less, and who is otherwise eligible under these regulations,
who uses the proceeds of a Preogram Loan solely for the purpcse
of (i) purchasing real estate upon which is situate an Eligible
Single-Family Dwelling, (ii) the construction of an Eligible
Single-Family Dwelling wupon real estate by the Eligible
Borrower to provide housing for only himself and his family,
(iii) the payment of a loan theretcfore made for the construc-
tion of an Elggibleisingie-Family Dwelling or (iv) purchasing
real estate upon which is situate an Eligible Single-Family
Dwelling and making additions or improvements thereto.

{e) “Eligible Single-Family Dwelling" means a

detached unit on a separate piece o©f land used solely for the
housing of‘one family, and onlf one fami&y, which family owns
the Eligible Single-Family Dwelling and the land, and includes
tewnhouses or row houses owned and used by an Eligible Borrower

a5 a residential dwelling, excluding mobile homes or double-

wide units. The land for an Eligible Single-Family Dwelling

Page 4
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may not be mere or less than that needed for basic livability,
as determined by the Eousing Development Fund.

(£) *"Mortgagce Investment Pool" means the portion of

the State Mortgage and Industrial Deveiopment Investment Pool
created under the Act, in the total amount of $50 million,
reguired by the Act to be invested by the Housing Development

Fund. -

(g} "Participating Lender" means any lending institu-

tion licensed to do business in the State authorized to engage
in the business of making loans ©f the general character of
Program Loans and which 1is approved by and enters into =a
Program Loan Purchase Agreement with the Board o¢f Investments.
A Participating Lender which is a bank or savings and loan
association must be under the supervision of the Department of
Banking of the State or be a national banking asscciation or a
federal savings and loan association having its principal place
of business in the State.

{h) "Program Loan" means a loan from the Mortgage

Investment Pool, made by a Participating Lender tec an Eligible
Rorrower pursuant to these regulations.

(i} "Real Estate Broker" means, with respect to the

sale cf an Eiigible Single-Family Dwelling, any person, part-
nership, association or corporation, who for a fee, commission
or other wvaluable consideration or with the intention or
expectation o©f receiving or collecting the same, periorms any

of the services or activities necessary to cause him or it to
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Adm. Reg. §§ 31-18B-1, et seg. Sec, 2.02
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be considered a real estate broker within the meaning of W. Va.

Code:§§ 47-12-1 et segq.
{j) "State” means the State of West Virginia.

2.03. Terms of Program Loans - Program Loans shall be

subject to the following reguirements:

(a) Amcunt of Loan = The coriginal principal amount of

a2 Program Loan may not exceed $75,000.

(b) Term of lLoan - The principal of and interest on a

Program Loan shall be amortized over a period not to exceed

thirty vears.

{c) Interest Rate; Future Rate Increase - The initial

interest rate on a Program Loan may not exceed the monthly
index of long-term United States bond yvields for the calendar
month preceding the date on which the commitment for such loan
is made, and for purposes of +these reghlations the monthly
irdex of leng-term United States government bond yields means
the monthly unweighted average of the daily unweighted average
of the closing bid yield guotations in the over-the-counter
market for all outstanding United States Treasury bond issues
which mature twenty years or more from the date the index is
calculated, but shall not include such bonds as are redeemable
at par £for repavment 6£ federal estate taxes. in no event,
however, ﬁay the initial interest rate be less than ten percent
per annum nor greater than twelve percent per ‘annum, plus
one-half percent per year to compensate the person providing

servicing for the Program Loan. At the option of the Housing
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Adm. Reg. §§ 31-1BB=-1, et seq. Sec, 2.03
Series I )

Development Fund, the promissory note or deed of trust per-
taining to the Program Loan may provide that on the tenth
anniversary date of the Program Loan the interest rate will
increase to the lesser of (i) fourteen percent per anhum OF
(ii) two percent above the monthly index o©f long-~term United
States government bond vyields, as defined above, £for the
calendar month preceding the month in which such rate increase
occ;ré: however, the interest rate may not be increased if the
Eligible Borrower presents evidence that his average gross
income for the two years priocor to the date on which such
interest rate increase is to occur is no more than one-sixth
greater than his average gross income was at the time the
Program Lcan was made. If a Program Loan was assumed prior to
its tenth anniversary, the income increase test will be based
on the income of the assumer on -the date the Program Loan was
assumed. In the event such interest rate is increased, the
Housing Development Fund may provide in the promissory note or
deed of trust that the menthly payments o©f principal and
interest will increase so as to fully amortize the then unpaid
principal balance at such increaseﬁ interest rate over the
remaining life of the Program Loan.

(d) 1Interest During Construction - In the case of a

Program Loan made to finance the construction of an Eligible
Dwelling or to finance construction of improvements to an
‘Eligible Dwélling, the promissory note may provide for the
rayment of interest only, based on unpaid principal 1loan

bPalances, during the anticipated construction period, which
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interest period shall be in addition to the thirty-year term
over which the Program Loan will be amortized.

(e) Basis for Determining Maximum Loan Amount - In no

event may the original principal amount of a Program Loan
exceaed 853% of the lesser of the appraised value or the current
sale price cof the Eligible Single-Family Dwelling. For a
construction loan the criginal principal amount may not exceed
the least of (i) B5% of the total of the appraised value of the
unimproved lct and the estimated appraised value of the
improvements, (ii) 85% of the total of the appraised value of
the unimproved lot and thé amount ©f the construction contract
or (iii) the total of the amount of the construction contract
and the unpaid balance of any indebtedness secured by a deed of
trust on the unimproved lot.

(f) Security for Loan - Each Program Loan will be

secured by a first lien deed of trust on the Eligible Single-
Family Dwelling, subject only to such permitted encumbrances as
provided for in the Procedural Guide issued by the Eousing
Development Fund.

(g) Mortgage Insurance - Each loan nust be insured

for at least 20% of its amount either by the Federal Housing
Administration ("FHA"), the Veterans Administration ("VA") or a
Pprivate mortgage insurance company licensed in the State.

(h) No Refinancing - 2 Program Loan may not be made

"to refinance existing indebtedness of an Eligible Borrower,
except bena fide construction lcans obtained to finance the

construction of an Eligible Single-Family Dwelling.

Page 8




R e

WV Housing Development Fund 7

Adm. Reg. §§ 31-18B-1, et seg. _ Sec.
Series 1 ‘ :

2.03

(i) Assumpticn o©of Program Loans - If an Eligible

Single-Family Dwelling is purchased by a person or family who

\ is qualified as ar Eligible Borrower within the meaning of
these feguigiions, the Program Loan may be assumed by such
purchaser. . A purchaser will satisfy the income reguirement if
his gross family inccme for each of the two calendar vyears
preceding the assumption does not exceed the sum of $50,000,
adjusted upward or downward to reflect the percentage change in
the Ccnsumer Price Index for Urban Wage Earners and Clerical
Workers - All Items published by the Bureau cf Lator
Statistics, U. S. Department o©of Labor (1967 = 100), between
June, 1982 and the corresponding index figure for the guarter
preceding the date of the assumption. If that index should be
discontinued, the most nearly comparable available index may be
used.

(3) Buyers' and Sellers' Certificate - As a condition

to making a Program Loan, the Participating Lender shall obtain
& certificate £from the buyers and sellers of the Eligible
Single-Family Dwelling, in form prescribed by the Housing
Development Fund, that the sellers have not, within the
two-year period preceding the date of the purchase contract or
if ncone the date of sale, offered the Eligible Single-Family
Dwelling to the Eligible Borrower for a price less than the
sale price._

(k¥x) Permitted Fees and Charges - Participating

Lenders will cocllect an amount egual to 2% of the criginal

amount o©of the PFProgram Loan from the persoen who sells the
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Adm. Reg. §§ 31-18B-1, et seg. Sec. 2.023
Series I o B

Eligible Single-Family Dwelling to the Eligible Borrower and 1%
from the Real Estate Broker, if any. If the Eligible Borrower
purchases an unimproved lot with Program Loan proceeds, the
Participating Lender will collect £rom the seller an amount
egual to 2% of the sales price ©f the Jlot. In the event the
Program Loan will be used by an Eligible Borrower to finance
the construction of an Eligible Single~Family Dwelling on a lot
already owned by the Eligible Borrower, or if the seller in the
transaction is selling the Eligible Berrower conly an unimproved
lot, the Participating Lender may ccllect £from the Eligible
Borrower (i) an amount not exceeding 1% of the origirnal amount
cf the Program Loan sufficient to reimburse the Participating
Lender, after applying any amcount ccllected from the seller of
any unimproved lot, for its expenses in corigirnating the Program
Loan, (ii) an amount not exceeding 1/2 of 1% ¢f the original
amount o©f the Program Loan necessary to pay the costs of the
Housing Development Fund in making the Program Loan and
processing the applicaticn Ené (iii} an amount necessafy to pay
the- first year's premiur for mortgage insurance fcor the Program
Loan. In addition, the Participating Lender may cocllect from
the Eligible Borrower reasconable Closing Costs. In the case of
a construction loan, the Participating Lender may, in addition
to the above fees and charges, charge and cecllect from a
contractor entering into a construction contract with the
ﬁligible Borrower an amount not exceeding 1% of the crﬁginal
amount o©f the Program Loan necessary to reimburse the

Participating Lender for its c¢osts in administering the
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construction loan and may charge such contractor £fees not
exceeding $100 for inspecting work performed under the

construction contract.

2.04. Origirnation and Servicing of Program Loans - The

Board of Investments will contract for the origination and

servicing of Program Loans as follows:

{a) Crigination - The Board ¢f Investments will enter

into & Program Loan Purchase Agreement with each Participating
Lender pursuant to which the Participating Lender will origi-
nate, and the Housing Development Fund will purchase con behalf
of the Board of Investments, Program Loans. The form of such
Program Loan Purchase Agreement will be provided by the Housing
Development Fund and is referred to later in these Regulations.
(b) Servicing - The Board of Investments will enter
inte a Pregram Loan Servicing Agreement with each Approved
Servicer to provide for the servicing of Program Loans, and in
additicn the Board c©f Invesiments may contract with a "master
servicer" to administer and coordinate the servicing of Program
Loans. The form o¢f Program Lean Servicing Agreement 1is
preovided by the Eousing Development fund and is referred to
later in these Regulations. In neo event will the total annual
fee for servicing a Program Loan exceed an amount egual to 1/2
0of 1% of the outstanding principal balance of the Program Loan.

2.05, Allocation of Funds and Mortgage Investment Pool -

In the interest of assuring to the fullest extent possible that
Program Loans will be fairly d&istributed and made available to

residents of the State without regard to the area of the State
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in which they reside, funds in the Mortgage Investment Pool
will be allocated among the counties of the State on the basis
of the respective populations of such counties according to the
1980 United States Census, but in nc case will a ccunty be
entitled te¢ fewer than one Program Loan. If the Housing
Development Fund deternmines as ©f the date three months after
each segment of funds 1is made available to the Mortgage
Investment Péol thét-"the funds allocated to a ceounty or
counties will not _be used for Program Loans, the Housing
Development Fund may reallocate sugh funds in the manner deemed
most likely to maximize the making c¢f Pregram Loans. The
Housing Develcopment Fund has determined that the amount of
12,500,000, which the Act requires be designated and
restricted to new and never occupied single-family residential
units, will be made available from the funds to be provided to
the Mortgage Investment Poeol on June 11, 1982, subject to the
right of the Housing Develcpment Fund to allocate funds later
to be provided to the Mortgage Investment Pocl to such
£12,500,000 requirement in order to maximize the making of
Program Loans. '

2.06, Approval of Program Loans: Submission of Applica-

tions - Program Loans will be nade to persons determined by the
Housing DéveloPment Fuﬁdrto be Eiigible Bbrrowe:s in the order
in which the complete lcan applications are approved by the
ﬁousiﬁg Development Fund. No applications or other Program
Loan documents may be dated prior to June 11, 1982, and a1l

applications sent to the Housing Development Fund by United
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States mail npust be postmarked not earlier than June 11, 1982.
The Housing Development Fund will maintain a log for each
business day showing the date on which each application is
received, and all applications received each day will be
selected at random and numbered seqguentially. Coﬁpleted loan
applications will be considered for approval based first upon
the date received and then upon assigned number. Completed
loan applications will be approved until the entire $50 million
Mortgage Investment Pool is committed, i.e., approvals shall
not be allocated to the three segments of funds to be made
available for the Mortgage Investment Pool, unless the Housing
Development Fund determines it to be in the best interest of
the Program. If any application in the judgment of the Housing
Development Fund is incomplete or deficient, the application
"will lose its priority. The Housing Development Fund may, in
its discretion, return the application to the Participating
Lender or retain the application and reguest appropriate
corrective action or additional documentation from the Partici-

pating Lender.

Section 3. Determining Eligibility for Program Loans

3.0l. General -~ In crder to be eligikle for a Program
Loan, a person or family must meet the definition of an
Eligible Borrower as provided in these regulations and must (i)
be a resident or intend immediately to beccme a ;esident cf the
State, (ii) intend to make the Eligible Single~Family Dwelling

his principal residence within a reasonable time after the
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Program Loan is closed, (1iil) possess the legal capacity to

contract fér‘ and understand the obligations of +the Preogram
Loan, (iv) agree not to rent the Eligible Single-Family
Resildence <curing the term o©f the Program Loan withcout the
written consent of the Housing Development Fund, v) have a
general finangial stangZing acceptabkls to the Housing Develop-
ment Fund, and meet the underwriting standards previded in
these regulations. B

3.02. 'Determination and Evaluation of Applicant's Income -

"In all casesd, the applicant must produce copies of his federal
income tax return for. each of the two years preceding the date
of his application, or a letter signed py an authorized repre-
sentative o©¢f the Internal Revenue BService, as a basis for
determining whether the applicant's gross family income
exceeded §50,000 for either of said vears. The following
additional procedures must be followed by Participating Lenders
in regard to determining and evaluating the income of a Program
Loan appiicant:

(a2) Compliance with 2applicable Iaw:; Information to be

Current =- Participating Lenders must comply with the Federal
Egual Credit Opportunity Aact, Regulation B of the Federal
Reserve Svstem and all other laws applicable to taking;
evaluating and acting upon loan applications. Verification of
income data must not be over 60 days oid.

(b) Temporary Income - Temporary income such as Va

educational alleowances and unemployment compensation will not

be considered except insofar as it will probably be continued
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or & period long enough to affect the applicant's ability to

repay the Program Loan.

vc¢) Income from 2alimony, Child Support and Mainte-

nance - Income from alimeny, child_ support, and maintenance
payments will be considered only to the_extent it is likely to
be consistently made. Factors which the Participating Lender
may consiaer in determinifg the likelihood of consistent pay-
ments incliude, but are not limited to, whether the payments are
received purstant to a written agreement or court decree, the
receipt of which has been verified, the lengthr of time 7the
mavments have been received, the ,;egqlarityr of receipt, the
avallebility of procedures to compel payment, and the credit-
wortniness of the pavyor, including the c¢redit history ¢f the

ayor where available tc the Participating Lender under the

'O

ir Credit =Reporting Act or other applicable laws. The

'y

fu

Participating Lender must submit to the Housing Develcpment
Fund eviderice adequate to support its determination.

(&) Overtime Income - Overtime will noct be considered

in evaluating repayment ability of an applicant unless: (i)
income is derived due ‘to shift work differential; (ii) sched-
uled by the hour, scneduled toc work 42 hours per week, has been
worked "one year previously, and the employer states the
schesuled hours will remain the same in the future; and (iii)
any income derived from mileage as in the case of a truck

dfivér, which is a regular part of salary, must be considered

and substantiated by previous two years income tax returns,
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(&) Commissions - When all or a major portion of the

applicant's..income is derived from commissions, it will be
necessary to establish the stability of such income if it is to
pe considered in the loan analysis for the repayment of the
mortgage debt or short term obligations, In order tc assess
the wvalue of such income, lenders should obtain written verifi-
cation of the actual amount of commissions paid to date and the
manner 1in wnlch they are paid, The length ©f the borrower's
enployment in this +type of occupation is a very important
factor. If the borrower has been employed for a relatively
short time, the ceocmmissions would not be considered stable. It
commissions are to be considered as stable income, the borrower
would need to have been on his present job a minimum of one
vear. : 7 -

«f) Seconé Job - Income from a second Job will be

considered only 1f the Jjob has been worked for a 1least two
vyears and it is likely that the job will bhe retained by the
applicant.

Q) Self-Emplovyment Income - Income to a self-

employed applicant will be considered only 1f it has been
recelved for at least two years, as substantiated by signed

federal income tax returns.

th) Retirement Income - Retirement income will be

considered only if substantiated by pension fund documentation

¥

or information from the Social Security Office or the Veteran's

Administration.

Pace 16




WV Housing Develcopment Fund
Adm., Reg., §§ 21-18B-1, et seq. Sec., 3.02
Seéries’ I i - - .o

L 1) Construction wWork Verification - Construction

workers who are in a union and are assigned jobs by the union
must be documented and underwritten in the following manner:
1. verification of employment from the union;
2. verification of  éemployment frqm the
construction company:
3. If less than three years on the present job,
submit previous verification of employment
or a job history feor preceding three vears;

(J) Stablility of Zmployment - Ordinarily, a minimum

Qf four months with the present employer shall be required of
ezcn applicant. An exception to the above may be granted if it
can be .determined that there is rno probation period, employ-
ment 1s in the same field as previous employment, and the
employment Is of & stable nature. <5Emploquqt verifications
must be sucmitted to cover a full three years.E Three or more
)
employment changes by the applicant within tﬁ% previous five
vears or three changes of residence must be explained in

writing by the applicant.

3.03. Assesging Applicant's Financial Strength - The

following factors are to be considered by the Participating

Lencer in determining whether an applicant possesses the

financial ability to repay the Program Loan:

(@) Creqit Report =~ The credit report must be no more
than sixty days old and must have been issued by an independent
credit reporting agency acceptable to the Housing Development

Fund. The credit report must be comparable to a factual data
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Acdm. Reg. §§ 31-~18RB-~1, et sgegq. o 7 Sec. 3.03
Series I oo : R T . :

credit report and cover a full three years. when necessary,
out-of—tde‘reports must be included. Such report must verify
the applicant's current employment and all debts listed on the
application, incluuing high credit, date opened, balance,
monthly payment, term and rating. Also, 1t must state that
records have been .checked for legal actions, including suits,
jucgments, foreclosures, garnishments and bankruptcies. It is
the lencer's responsicility to verify in writing, direct from
the scurce, anvy indebtedness not shown on the credit report.
I tne crealt investigation reveals debts or obkligations which
were not divulged by the applicant, lenders must be certain to

oibtain clarificdation as te the status of such debts from the

rt
)

applicant. A proper analysis reguires a total correlation
petween the oonligations cliimeda by the applicant and those
revealed by a credit report.

VB Housing Expense-to-Income Ratio ~ The applicant's

total anticipated monthly housing expense (principal and
interest payWents, taxes, insurance premiums, planned unit
development fees} excluding utility payments, may not exceed
28% oI the applicant's gross monthly income,

1c) Financial Obligation-to-Income Ratioc - The total

of: (1) the ezpplicant’s total anticipated monthly housing
expense as determined above, plus (ii) the total of all other
installment dJebt monthly payments, plus (iii) monthly Jjob-
gelated expenses such as c¢hild care, plus (iv) obligatory
monthly payménts such as alimony, c¢hildé suppert, and mainten-

ance may not exceed 36% of the applicant's gross monthly income.
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For purposes of this computaticen, £inancial obli-
cations whiéh terminate'iq seven months o{ less should not be
considered unless they are of such large amounts that they put
a substantial strain on the applicant's resources for any
period of time. When the credit information shows open
accounts of several years which are clearly of a revolving or
open~end type (e.g., Sears, Wards, oill company credit cards,
etc,) the regular monthly payment for such account should be
considered as™ a leng-term obligation to be included in the
razlo. : : o : -

(&) Personal Property Credit History - An applicant

with a2 history of slow payments con previous indebtedness will
nct receive a2 Program Loan unless .an adeguate explanation for

the slow payments 1s provided,

(e) Real Estate Credit History - This is alsoc a

consideration in evaluasting an applicant's financial standing,
poth with regard to paying habits and financial ability to
repay the Program Loan. Conseguently, the applicant should
proviae: (i1} 1if the applicant owns residential real property
which' has vet tc be scold, a statement of the term of any
present loan, its montnhly payment ameount, current pay-off and
payment record; and (ii) if the property has been sold, a
statement of the date when sold, the balance at that time and
payment record.

(£) Judgments - Any applicant whg is found to have

judgments recorded against him must submit a written Statement
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explaining the nature ané reason for the suit ¢r judgment. All
judgments must be paid before an application can be considered.

{g) Bankruptcy - An application will not be con-

sidered if the applicant 1s or has been a bankruptcy debtor,
received a bankruptcy discharge, filed a bankruptcy petition or
haa an "order for relief" entered against him pursuant to the
United States Bankruptcy Code within the past two years. If a
bankruptcy discharge occurred longer than twe years previously,
the application will be considered if.. the follewing
reguirements are satisfied: - -

(i Credit w#s acceptable priocr to the bank-
ruptcy and the applicant has cobtained
cocnsumer i1tems on credilt subseguent to the
bankruptcy and has met the payments on these
obligations in an excellent manner over a
continuea period.

t1ii)} The bankruptcy was caused by circumstances
beyvond the applicant's centrol \e.g.,
unemployment, prolonged strike, medical
£ills nct covered by insurance).

(11i1) The circumstances alleged must be verified.
tDischarge document that lists all creditors
filed against and the amounts).

{iv) The applicant must submit in writing a
sétisféctory explanation 6f the baﬁkruptcy.
(v) If the applicant had poor credit for some

time prior to the bankruptey and indicates
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lack of financial stability subseguent to
the bankruptey, the application will be
disapproved,

b Funds on Deposit ~ The verification of deposits

is intended to determine if the applicant has sufficient cash
tc make the reguired downpayment and to pay closing costs. IZ
there are any discrepancies between information on the loan
apwlication and the deposits as verifieg, a decision should not
be made on the application until resolved. The necessary funds
must be on depcesit when the application 1is taken, If the

source of funds is other than savings accounts, the funds must

b

be ~verifiea in writing. If company savings, it must be
verified that it may be withdrawn at any time.

(i) Gift Letter - The most common alternative source

2]

©f reguired cash is a gift. A gift statement is reguired when
an applicant proposes to obtain funds from a third party. The
gift statement must confirm that there is no obligation on the
part of the applicant to repay these funds at any time. It

rust also give the relationship between the donor andéd the

agplicant ana the name and address of the donor.

Page 21




e

WV Housing Develcpment Fund
2dm. Reg. §§ 31-18EB-1, et seq. Sec. 4.01

Serjes 1

Section 4. DPetermining Eligibility of Dwelling.
4.01. General - Program Loans may be made only to finance
the purchase, construction or impreovement of Eligible Single-
- Family Dwellings. Each Participating Lender is responsible for
assuring that the property which is the subject of a Prcgram
Loan is an Eligiple Single-Family Dwelling. This determination
will be based largely on an appraisal repcrt made by =2
qualified appraiser. This report must be sufficient to support
a conclusion by the Participating Lender that the condition of
the property cecnforms with the reguirements of these regula-
ticns. Normal and appropriate measures should be undertaken to
verify the information contained in the appraisal, eilther
independently or concurrently with other reviews. A Partici-
pating Lender may rely, however, on the information contained
in the appraisal and plat of survey unless the Participating
Lender has, or should have, reason to Dbelieve that such
information is incorrect.

4.02. - Appraisal Report - Program Loan appraisals will be

submitted on the appropriate form prescribed by the Hbusing
Development Fund in the case of conventional Program Loans and
on the FHA/VA equivalents in the case of FHA/VA Program Loans.
FEA/VA appraisal reports will be prepared in accordance with
applicgble_rggulations and conventional Program Loan appraisals
will be prepared as fecllows:

{a) All Blanks Completed - Each section mnmust Dbe

filled out, those not applicable being indicated as such.
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WV Housing Development Fund L ,
Adm. Reg. §§ 31-18B-1, et seg. Sec.
Series I

4.02

(b) Needed Repajrs - The report must indicate what

repairs are needed and the appraised value must reflect the
cempletion ©f these repairs. A compliance inspection report

will be reguired when repairs are needed.

{c) Consideration cf Comparables ~ In performing the

market data analysis, comparable prcperties may be adjusted no
more than 15% in value. However, higher adjustments will be
acceptable if better comparables are not available. In the
case of a new construction or rehabilitation, comparable house
data are reguired.

(@) Effect of 'Interest Rate - The appraiser must

consider in the valuation o©f the Eligible Single-Family
Dwelling the effect of the below-market interest rate. Because
below-market interest rates tend to ingcrease the value of a

* ° house a financing adjustment factor may be reguired. It is
suggested that conly comparable sales be used which reflect a
cash sale or adjusted to indicate a cash sale, then all
comparables must be adijusted to refiect the Dbelow-market
interest rate loan proposed for the subject property.

-

(e) Locaticn and Nature of Dwelling - The appraiser

must also determine and state whether the dwelling is in a
location and of a nature and design for use which is consistent
with the §r0gram reguirement that the dwelling will be occupied
és the principal residence of the Eligible BRorrower, that no
.property will be included in the purchase price other than
land, improvements and fixtures (i.e., no items of personal

property) and that it cannot reasonably be expected to be used
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Adm. Reg. §§ 31-18B-1, et seqg. B ] - Sec., 4.02
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in a trade or business, as an investment property or as a

recreational house.

(f) Required Assumptions = The appraisal report must

report the highest price which the property will bring assuming
the consummaticon cof a sale, and the passing of full title from
seller to buyer by deed, under condi;ions whereby: (i) Buyer
and seller are under no unusual. pressure to buy or sell and are
engaged in normal arms-length negotiaticns as to sales price:;
{ii) beoth parties are well informed or well advised and act
prudently, each fe¢r what he considers his own best interest;
(iii) reasconable exposure is given to the property in the open
market; and (iv) payment is made in cash or on terms reasonably
eguivalent to cash, assuming typical financing terms are
available in the community for similar property.

(g) Recguired Attachments - The appraisal report for

conventional leoans must have the following attachments:
1. Three photographs, one ©of which mnmust show

the roof of the stfucture, as fclliows:

a. Front and one side of the structure:;
b. Rear and other side o0f structure; and
C. Street scene in front of structure

showing dwelling anéd general view of

neighborhood.
2. Location map referring to a landmark and showing
the location o©of subject property t¢ the nearest

paved road.
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3. Interior floor plan and exterior dimensions of

all structures on the prcperty.

4. Plans and specifications in the case of a
proposed construction Eligible Single-Family
Dwelling. The appraiser has the responsibility
te review the plans aﬁd specificaticns for
completness and accuracy. Any deviations from
the plans must be acknowledged by the appraiser.

4.03. Appraiser Qualifications - The EHEousing Development

Fund will accept appraisal reports only if they are prepared by
appraisers whom it has previocusly approved. Approval will be
granted on the basis of the submission to the Housing Develeop-
ment Fund of a resume which includes the information required
by FNMA Feorm 1001 (FNMA Seller's Nomination and Recommendation
of Appraiser) and which indicates that the appraiser meets at
least one of the following reguirements:

{a) Minimum Experience and Course Work = Has a

minimum of two years of single-family property appraisal
experience and has completed a nationally recognized basic
appraisal course.

(b} Accreditation - Is a member of one of the

following |professional appraisal societies: (i) American
Institute of Real Estate Appraisers; (ii) National Association
Independent Fee Appraisers; (iii} ,Society o©f Real Estéte
| Appraisers; (iv) American Society of Appraisers: or (v)

American Society of Farm Managers and Rural Appraisers.
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(¢} Minimum Experience ~ Has at least three years

experience in single~family property appraisal.

4.04. Property Condition - In addition to the general

property condition requirements stated in these regulaticns,
the following specific reguirements apply:

(a) Lot Size - Lot size must be not less and not
greater than that needed for basic livébility. The land must
nct provide, ether‘than incidentally, a source c¢f income to the

borrower.

(b) House Size - A house must contain more than one

bedrocm and must have a2 minimum eof 800 square feet.

(e) Trailers and Double~Wide Excluded ~ No trailers

or double-wide meobile homes are acceptable.

(d) Floor Plan - A house must have an acceptable

floor plan. Feor example, one- shouwléd not enter the bath
directly from the kitchen nor pass through a bedroom to gain
entrance to another room in the house.

{e} Roof and Heater - No rolled rocfs or unvented

space heaters are permitted.

{f} Access Roads - All access roads must be

year-around, all-weather roads.

{(g) Electric Power - A house must be served by a
mininum of 100 electrical-amperes.

(h) Design - Significant evidence of poor design or
' construction, such as poor construction features, steep
unmaintained access roads, poor painting, wet crawl spaces,

weak retaining walls or foundations, poor plumbing or heating,
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.

(o]
=%

insufficient electrical systems, evidence of termite damage,
inoperative gutters or downspouts, poor roofing, could result

in Program Loan denial if not repaired.

(i) Water and Sewage - If the property is served by a
non-public water andéd sewage system; -the Bystem must have
received the approval of the Staté Health Department no more
than 380 days earlier. If the property has been vacant for over
60 days, the size ©f the lot and existence of septic tank
problems in the area must be considered.

Section 3. Introducticon of Forms: Procedural Guide to Provide
Supplementary Regquirements

5.01. Forms to be Used in Program - The following forms

are to be used, as appropriate, in connection with the
origination and servicing of Program Loans:
1. Application to Participate {Form S3-1)
2. Certificate cf Resclutions (Form SB-2)
3. Counsel's Opinien (Form $B=3)
4. Authorized Signatures (Form SB-4)
- -5, Program Loan Purchase Agreement (Form SB-3)
6. Program Loan Servicing Agreement (Form SB-6)
7. Participating Lender Checklist (Form SB=19)
8, Qualifying Sheet (Form SB-20)
9. Request for Verification of Employment (Form
SB=-21)
10. Reguest for Verification of Deposit (Form SB-22)
11. Residential Loan Application (Form SB-23)

12. Attachment to Application (Form SB-23a)
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13, Sellers' and Buvers' Certificate (Form SB-24)
14, Contractor's Bid {(Form SR-25)
15. Construction Contract (Form SB-26)
16. Residential Appraisal Report (Form SB-27)
i7. Map Sketch and Phbtograph Addendum (Form SB-28)
18. Scil Evaluaticn (Form S$B-29)
19. Program Loan Commitment (Form 8B-30)
20. Note (Form SB-51)
2l. Forebearance Letter {(Fcrm SB-5la)
22. beed cof Trust (Form SE-52)
23. Assignment (Form SEB-33)
24, Termite Scil Treatment Guarantee {(Form SB=54)
25. Health Department Approval (Form SB-55)
2€6. Construction Loan Agreement (Form SB-56)
27. Detail of Purchase Statement (Form SE-70)
28, Purchase Approval (Form SB-71)
2%, Statement of Origination Fees fForm SB-72)
30. Mortgage Servicing Report (Form SB=101})
31. Schedule of Program Loans Added (Form SB-102)
32. Advance Installment Payments {Form 85-103)
33. Curtailments (Form SB-104)
34, Trial Balance Form (Form SB-105)
35. Statement of Delinguent Program Loans (Form
SB~106)
3€6. rLéaﬁ Péid in Full Statement {Form SBE-107)
37. Assumption Agreement and Release (Form SB-108)
38, Statement of Foreclosure Expenses (Form SE~109)
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39. Form of Auditors’ Report (Form SB-110)
i | 40. Notice of Delinguency (Form SB-111)
. 41, Servicer Recommendaticn (Form sSz-112)
42. Letter Agreement for Servicer's Custodial Account
(Form SB-113)
43. Reversed Payments (Form SB-114)
44. Assumption Approval Regquest (MGIC/MMC Form 08)
45, Custodial Account Analysis (MGIC/MMC Form 09)
46. Liguidation Recommendation {(MGIC/MMC Form 10}
47. Forbeararice Recommendation (MGIC/MMC Form 11)
48. Loan Payoff & Removal Report (MGIC/MMC Form 12)
49, Loan Liquidation Notice (MGIC/MMC Form 13)
50. Reinstatement of Loan in Foreclosure (MGIC/MMC
Form 14) ’
- 51. Reguest for Reimbursement (MGIC/MMC Form 15)
52. MGIC Mortgage Marketing Corporation Description
of Mortgage Delinguencies and Real Estate Owned
(MGIC/MMC Form 16)
- 53. Certificate of Insurance {(MGIC/MMC Form 18)
54. Property Inspection Report (MGIC/MMC Form 20)
55. Aggregate Exception System Remittance Exceptions
(MGIC/MMC Form 470)
56. Aggregate Exceptioﬁ System Advice of Sub-Servicer
Loan ID Change (Code 18) (MGIC/MMC Form 471)
57. Aggregate Exception System Advice of Property
Address Change (Code 20) (MGIC/MMC Form 472)
58. Mortgage Remittance Summary (MGIC/MMC Form 473)
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5.02. Procedural Guide; Amendments to Procedural Guide and

forms. The Housing Development Fund has issuved a Procedural

Guide to provide additional requirements to be followed by
Participating Lenders and Approved Servicers in originating and
servicing Program Loans and in selling and assigning Program
Loans to the Roard of Investments. The Procedural Guide 1is
hereby made a part of the contract Dbetween the Board of
Investments and Participating Lenders and Approved Servicers.
Because cof the importance of being able to change procedures

concerning such originating and servicing and related forms as

needed, the Housing Development Fund reserves the right, on
behalf of the Board of Investments, to amend the Procedural

Guide, and to amend, substitute or supplement the forms

referred to above, from time to time by sending written notice

toc Participating Lenders and Appreved Servicers.
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