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(5) A builder’s warranty is issued 
when new construction, repair, or reha-
bilitation is involved, which provides 
for at least 1 year’s warranty from the 
date of completion or acceptance of the 
work. 

§ 1980.341 Inspections of construction 
and compliance reviews. 

(a) Qualified inspectors. Inspections 
will be made during construction by a 
construction inspector deemed quali-
fied and approved by the Lender. A 
qualified inspector is one that a rea-
sonable person would hire to perform 
an inspection of his/her own dwelling. 

(b) Inspections. Inspections shall be 
done by a party the Lender determines 
to be qualified, such as a HUD approved 
fee inspector. The sale agreement shall 
identify which party (i.e., purchaser or 
seller) is responsible to obtain and pay 
for required inspections and certifi-
cations. In connection with inspections 
involving construction contracts, equal 
opportunity and nondiscrimination 
compliance reviews must be made as 
required by § 1980.317. 

(1) For existing dwellings, inspec-
tions must be made to determine that 
the dwelling: 

(i) Meets the current requirements of 
HUD Handbooks 4150.1 and 4905.1 (avail-
able from the HUD Ordering Desk 1– 
800–767–7468). 

(ii) Meets the thermal standards per 
§ 1980.313(f). 

(2) For a newly constructed dwelling, 
when construction is planned, the 
Lender must see that the following in-
spections are made in addition to any 
additional inspections the Lender 
deems appropriate: 

(i) When footings and foundations are 
ready to be poured but prior to back- 
filling. 

(ii) When shell is closed in but 
plumbing, electrical, and mechanical 
work are still exposed. 

(iii) When construction is completed 
prior to occupancy. 

(iv) Inspections under paragraphs 
(b)(2) (i) and (ii) of this section are not 
required when the builder supplies an 
insured 10 year warranty plan accept-
able under the requirements of exhibit 
L of subpart A of part 1924. 

(c) Water and water/waste disposal. 
The Lender will see that the water and 

water/waste disposal systems have been 
approved by a state or local govern-
ment agency. 

§§ 1980.342–1980.344 [Reserved] 

§ 1980.345 Applicant eligibility require-
ments for a guaranteed loan. 

Applicants who meet the require-
ments of this section are eligible for a 
loan guaranteed under this subpart. 
Applicants desiring loan assistance as 
provided in this subpart must file loan 
applications with a Lender that meets 
the requirements set forth in § 1980.309. 
The Lender may accept applications 
filed through its agents, correspond-
ents, branches, or other institutions. 
The Lender must have at least one per-
sonal interview with the applicant to 
verify the information on the applica-
tion and to obtain a complete picture 
of the applicant’s financial situation. 

(a) Eligible income. The applicant’s ad-
justed annual income determined in ac-
cordance with § 1980.348 may not exceed 
the applicable income limit contained 
in exhibit C of FmHA Instruction 1980– 
D (available in any RHS office) at the 
time of issuance of the conditional 
commitment. Adjusted annual income 
is used to determine eligibility for the 
RHS loan guarantee. 

(b) Adequate and dependable income. 
The applicant (and coapplicant, if ap-
plicable) has adequate and dependably 
available income. The applicant’s his-
tory of income and the history of the 
typical annual income of others in the 
area with similar types of employment 
will be considered in determining 
whether the applicant’s income is ade-
quate and dependable. 

(1) A farm or nonfarm business loss 
must be considered in determining re-
payment ability. 

(2) A loss may not be used to offset 
other income in order to qualify for or 
increase the amount of RHS assistance. 

(c) Determining repayment ability. In 
considering whether the applicant has 
adequate repayment ability, the Lend-
er must calculate a total debt ratio. 
The applicant’s total debt ratio is cal-
culated by dividing the applicant’s 
monthly obligations by gross monthly 
income. 
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