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SECTION 200 	BORROWER ELIGIBILITY
201 	First-time Homebuyer Requirements
First Time Homebuyer is defined as someone who has not owned a primary residence with their spouse within the three years prior to purchasing a new one. 
Ownership of a mobile home is considered a prior interest in a principal residence if the mobile home was secured to a permanent foundation.
A married person does not qualify as a first-time homebuyer if such person or his or her spouse has owned a principal residence during the last three (3) years.
A present ownership interest excludes a remainder interest; a lease with or without an option to purchase; a mere expectancy to inherit an interest in a principal residence; the interest that a purchaser of a residence acquires on the execution of the purchase contract for the mortgaged property; and an interest in a non-principal residence during the previous three (3) years.
The Participating Lender will examine the credit report for verification of prior home ownership and may request a borrower assentation. 
202 	Maximum Debt-to-Income (DTI) Ratio
IHFA does not require a maximum Debt-to-Income (DTI) but must have an AUS approval. Manual underwrites must meet FHA guidelines 
203 	Minimum Credit Score
IHFA does not require a minimum credit score but must have an AUS approval. Manual underwrites must meet FHA guidelines 
204 	Occupancy Requirements
The Mortgagor must use the property solely as a principal residence. No more than 15% of the total area of the residence will be used in a trade or business and the borrower cannot deduct any portion of the cost of the residence as a home business expense on state or federal tax returns. The Borrower must occupy the subject property within sixty (60) days after loan closing. Participating Lender must ascertain from the Borrower that these requirements are met.






205 	Recapture Tax
Federal law requires that all loans funded by mortgage revenue bonds will be subject to subsidy recapture regulations. Subsidy recapture enables the Federal government to collect some of the subsidy realized by Borrowers from the interest rate differential resulting from the mortgage revenue bond financing.
Such subsidy is collected through the payment of a special gain tax (recapture tax) to the IRS upon sale or disposition of the borrower’s home. For additional information refer to IHFA Recapture documents. 
Borrower Affidavit
Recapture Summary
Recapture Notice
Recapture Reimbursement
Tax Exempt Rider

SECTION 300	ACQUISITION COST (PURCHASE PRICE) LIMITS
Acquisition Cost The cost of acquiring a principal residence as a complete residential unit. All amounts paid, either in cash or in kind, by the purchaser (or a related party for the benefit of the purchaser) to the seller (or a related party for the benefit of the seller) as consideration for the residence, but not including usual and reasonable settlement costs. If a residence is incomplete, the reasonable cost of completing the residence should be included; however, it shall not include the value of services performed by the borrower or members of the borrower’s family in completing the residence.
Income and Sales Price Limits:

SECTION 400 	HOUSEHOLD INCOME
Household Income Worksheet
Annual Gross Household income is the total of all sources of income from anyone:

▪On title
▪All spouses, whether borrowing or non-borrowing
▪All other adult individuals 18 years or older who will both occupy the residence and be liable (primarily or secondarily) on the deed, mortgage, or note

This income calculation methodology is applied to each loan to accurately and completely measures the household’s total gross income for the prospective 12 months (in the future) from the application date.




Income to be included in household income calculation:
 
▪Base
▪Part Time Employment
▪Overtime, Bonus & Commission
▪Social Security & Pension Income
▪Alimony and/or Child Support
▪Self-Employment
▪Interest / Dividend Income
▪Military Pay
▪Rental Income
▪Unemployment
 
Other Income Includes: tips, unemployment income, seasonal employment, National Guard, supplemental income
 
Payments in lieu of earnings: unemployment, disability compensation, worker’s compensation, severance pay, welfare assistance

Some Income Exclusions may apply. Including but not limited to the following:
 
· Payments received for care of foster children or adults
· Lump-sum additions to family assets such as inheritance, insurance payments
· Amounts received by household that are specific reimbursements for expenses
 
 
401	 Salaried and Wage Earners

 To determine full time income multiply:
· Hourly wages by 2080
· Weekly wages by 52
· Bi-weekly wages by 26
· Semi-monthly wages by 24
· Monthly wages by 12
  
Lenders must determine the household earnings for the “current period”.  The “current period” begins with the pay period prior to the date of the loan application and ends at loan approval.
 
If a VOE reflects a raise within the first 12 months of loan, the raise must be considered in calculations.
 



402	 Part-Time Employment 

· Hourly wages by the number of hours the person is expected to work per week X 52

· If a range of hours is given, you must use the highest number of hours. If this puts the HH income over limits, you may need to contact the employer and clarify. If the hours are irregular, average the number of regular hours at current regular pay rate and average the overtime hour’s times current overtime rate.

 Average of hours worked in “current period” by regular rate of pay.  If a VOE reflects differently you must use the higher of the two.
 
 403	 Overtime 

 To calculate overtime for compliance purposes, first consider the amount earned during the "current period" and annualize it.

If the Borrower claims that the overtime earned in the "current period" is excessive or unusual, the Mortgage Lender may average the number of hours of overtime worked during the previous two years. Multiply the average monthly hours by the current rate of overtime pay and use that figure for overtime earnings.

It is very important that adequate documentation be submitted because income of this nature may put an Applicant over the income limit.

Bonus 

The gross amount of a recurring bonus before any payroll deductions is to be included in the income calculation when the following applies:
 a) The bonus is included in the computation of income by the employer; or
 	b) There is a history of bonuses.
If the information is available, the amount of the bonus income to be included for compliance is the bonus paid or payable for the calendar year in which the loan is closed.
 
Commissions 

Income derived from commissions should be based on the "current period" unless evidence is provided which justifies averaging the commissions.

404	Social Security and Pension Income
IHFA requires a current letter from the Social Security Administration verifying Social Security Benefits. Borrowers receiving pension income must provide most recent documentation. If a current benefit letter from the Social Security Administration or pension documentation cannot be obtained, three (3) months of bank statements showing the deposit amounts may be allowed with additional documentation to verify the taxability of the income.
405	Alimony & Child Support 
Alimony & Child support must be included and verified unless the Applicant provides evidence that the income is not being received by the Applicant. If the Applicant is receiving alimony or child support at the time of application and will still be receiving such income at the time of the Mortgage Loan closing, such income must be included as income on the Income Worksheet. However, IRS regulations specifically require that any income of this nature be considered in determining the applicants annualized gross income.

406	Self-Employment Income

The procedure for calculating Annual Gross Household Income for self-employed applicants is the same as under FHA, VA or Fannie Mae underwriting guidelines. As in standard underwriting, depreciation and depletion are to be added back to determine annual income. Tax returns, a current financial statement, current P&L Statement and a self-employed cash flow analysis are required for all self-employment applicants. Two years signed corporate, or partnership tax returns are required in addition to personal returns.

407	 Interest & Dividends Income
When considering interest, dividend and similar investment earnings, an average monthly amount of earnings over the most recent 2-year period must be considered. Participating Lenders may reduce the earnings from these types of investments by subtracting the dollar amount of the liquid assets that will be used for the acquisition of the residence from the total liquid assets. Do not include interest earned on trusts, IRA's, Keogh's, 401(k) Plans or other retirement accounts that are not available to or paid to the Applicant.
408	Military Income 
For persons serving in the military the following allowances are included in income: Basic Quarters, Variable Housing, Rations, Clothing and Basic Subsistence. Do not include Hazardous Duty Pay.
409	Non-Reimbursed Expenses 
If an Applicant has a pattern of paying expenses that are not reimbursed by his or her employer (non-reimbursed expenses) as evidenced by the Applicant's tax return, an average monthly amount from the previous two (2) years, or for the time actually paid if less than two (2) years, of non-reimbursed expenses, excluding meals and entertainment, is to be subtracted from the Applicant's gross monthly income.



410	Rental Income
Net Rental Income from rental property must be included as income on the Income Worksheet section of the Mortgagor’s Affidavit. Negative Net Rental Income (i.e., a net rental loss) may not be used in calculating the Applicant's income/eligibility.
Non-Owner Occupied (Schedule E): Net Rental Income involving non-owner-occupied property is defined as gross rental income minus (i) annual taxes and insurance attributable to the rental property, (ii) the interest portion of a mortgage payment attributable to the property, and (iii) the annual cost of maintenance and repairs. Depreciation is not deducted in determining Net Rental Income.
411	Unemployment Income
If the Applicant has a pattern of receiving unemployment compensation as evidenced by his or her tax returns, an average monthly amount from the previous two (2) years, or for the time actually received if less than two (2) years, must be calculated for the unemployment compensation and included as income on the income worksheet section.

SECTION 500	FAMILY SIZE/INCOME LIMITS
Income limit eligibility, based on the number of household members, is an Internal Revenue Code requirement for bond issues and is determined at the time of loan closing. There are two distinct income limits for each designated county: first, a limit for one (1) and two (2) member households and second, a limit for three (3) or more member households. Care needs to be exercised when determining household size especially where a change in household size between the time of application and loan closing (either an increase or decrease) would affect income eligibility.
In situations where an Applicant is pregnant, and the birth of the child would change the household size from a two (2) member to a three (3) member household, the Applicant must provide a written statement from a physician certifying that the Applicant is pregnant and indicating the approximate due date in order to qualify as a three (3) member household.
If the Applicant is engaged to be married, the household size must include both the Applicant and future spouse, and the income of the future spouse must be considered in determination of eligibility under the Income Limits.
If unrelated persons reside in the household at time of loan closing, they can be considered members of the household only if they are Applicants intending to become Mortgagors and their income has been considered in determining eligibility under the Income Limits.
Foster care children, foreign exchange students, etc. are included as household members only if the related income is also considered in determining eligibility under the Income Limits.
Income and Sales Price Limits:
SECTION 600 	IHFA COMPLIANCE REVIEW DOCUMENTS
The following items must be submitted to IHFA for compliance review purposes:
A. Purchase Contract (Agreement) A valid, enforceable, and complete copy including all counter offers and applicable addenda. The purchase contract must be dated and signed by both seller and buyer. The purchase contract may not contain any personal property. Any personal property shall be transferred with a separate bill of sale. No personal property may be included in the real estate purchase price. In the case of new construction where no purchase contract is executed, a construction cost breakdown (prepared and signed by the general contractor) must be included with a purchase contract or warranty deed verifying the cost of the lot.
B. Uniform Residential Loan Application (URLA) A copy of the final URLA form, signed by the Participating Lender and the Applicant, including all applicable addenda. Section VIII, m. (1) & (2) must be completed in full.
C. Addendum to Uniform Residential Loan Application to the URLA 
D. Credit Report - -A copy of both borrowers and co-borrowers credit reports, including credit score and the name of the credit reporting agency, obtained from an independent credit reporting agency at the time of application. A three-file merged credit report can be used as an alternative to the Residential Mortgage Credit Report. 
E. Closing Disclosure (CD)/Settlement Statement-- A copy of the final CD evidencing verification of downpayment and payment of Origination Fees and Discount Points (if applicable) signed by the Mortgagor and Seller. If a Post Consummation Closing Disclosure (PCCD) was necessary, IHFA will require a signed copy of the PCCD.
G. Verification of Income Sources-- A copy of the VOE must be submitted for income sources of all Borrowers, Co-borrowers, and non-borrowing spouses and fiancées. Pursuant to Federal regulations, VOEs must be signed and dated within a one hundred twenty (120) day period prior to closing. 
H. Income Worksheet-- This form must be completed and signed by the Participating Lender. 
Credit Reports can be used to determine if a Borrowers, Co-borrower or fiancé has owned a home in the last three (3) years.
If the property is located in a Targeted Area documentation of homebuyer status is not required.
 If the borrower is a qualified Veteran and a previous homeowner. If they have not previously participated in a Tax-Exempt program, they may qualify.





SECTION 700 REQUIRED FORMS: (ensure most recent revision is being used)

Borrower Affidavit
Recapture Summary
Recapture Notice
Recapture Reimbursement
Tax Exempt Rider
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