
502 Direct Updates/Training 
and Tips



How the Process Works

The 502 Direct Program:

RD is a genius! 
• USDA with minimal to $0 for outreach and marketing.
• Minimal staffing to process the applications from beginning to 

end.
• Have other organizations and individuals originate, outreach, 

market and prequalify the applications for the USDA.

• The Direct Packaging Program works because of the incentive that is 
given to the Qualified Employers and Certified Packagers. (Not just the 
money) 

• This program assists applicants that would never typically qualify for a 
conventional loan.  But the 502 Direct program does assist 
homeownership to low and very low house holds.



How the Process Works 
Cont.-

The 502 Direct Program:

• Allowing only Qualified Employers that are submitting applications through 
Intermediaries a “Priority Statues”, from other applications.

• Allowing only applications that are submitted through the Packaging Program to 
have access to the general pooled funds when available and unallocated.

• RD has charged the participating Intermediary for the Direct program to assist 
Qualified Employers and Certified Packagers with perfecting the application and 
loan origination.

• Qualified Employers participating in the Packaging Program are able to utilize their 
Intermediary’s knowledge with the marketing of the Direct program. 

• Qualified Employers have and extra set of eyes to perform the Quality Control on all 
applications.  

• The Think Tank is at your disposal.



Things to Know

Fahe is here for you!  
• Think of Fahe as your organizations personal 502 Direct Wikipedia.
• We are a resource waiting to be tapped into.
• Marketing assistance. (target market)
• Marketing material ideas that are USDA SFH RD approved.
• We know your target market.
• We are always willing to share our experience and information. 

(Just ask us for help!) 



502 Direct Updates

• 2/1/2021 – the new 4-A Income Worksheet was released.
• New household income limits effective 2/01/2021 and more 

to come 03/01/2021. 
• Increased Area Loan Limits effective 02/01/2021 and more 

to come on 03/01/2021.
• Square footage per each 502 Direct home. (2000 sq. ft. 

maximum and 400 sq. ft. minimum) 
• Current interest rate remains at 2.5%.
• New Submission Checklist. New order of stacking.
• RD SFH is still operating under the Continuing Resolution. 
• Federal program funds are currently pooled thru 2/10/2021. 
• *Credit report fee’s are $25.  A physical copy does not need 

to be mailed to a RD Service Center. (voided check is 
sufficient)

• Student loan debt that in a forbearance is counted as .5% of 
the total amount due.

• Appraisals can be ordered by Certified Packagers. Note: (If 
an application does not close the applicant and/or the 
Certified Packager is responsible for the appraisal fee)



Key Things

Key things to remember when working with the Direct program:

• If the applicant does not appear to qualify or is not ready for 
the Direct program, work with them. “Help get them ready!”

• There is a fee that will be charged for utilizing your services.
• There are two additional fees:  credit report fee and a property 

inspection fee.
• Explain how the process works.
• Explain that as a Packager you cannot guarantee approval.
• Conduct a pre-qualification assessment- NEVER issue a pre-

approval. 
• Advise the applicants to avoid locating a property until a 

Certificate of Eligibility has been issued.
• Transparency is key to the program.  This is a lengthy process.  

Let you applicant know a realistic time from origination to 
closing. (60 to 90 days from submission)



Begin Stacking
Most recent and up to date Submission Checklist (rev. 10/16/20)



• Collect the $25 credit report check made out to USDA or it can 
be a voided blank check.

• Advise the applicants to avoid locating a property until a 
Certificate of Eligibility has been issued.



Tips To Complete a
GOOD Application

• Make sure the application is completely filled out.
• Do not submit an application that is incomplete or out of 

order.  
*This causes unnecessary time spent on the application.

• Provide all required documentation.
• The Loan Narrative is KEY!

• RD staff only knows what they see on paper.  
• You are the boots on the ground. 
• YOU KNOW THE STORY! “Now tell it!”
• Paint a beautiful picture of the applicant to RD. Tell RD 

how you came to the conclusion that your applicant 
qualified for this program. 

• If the applicant cannot provide an item with the application, 
have them write a Letter of Explanation (LOE). 



Tips To Submit a GOOD 
Application Cont.

• Dig into the applicant’s information. Don’t just check the items off of 
the list once they are provided.

• Paystubs – review them for any questionable items, good & bad.
• Ask questions.
• Look for tax returns that increase and decrease over the years.
• Check tax returns for self-employment.
• Pay attention to the W-2’s and what is disclosed on the 410-4 as 

employment.  
• Complete the Attachment 4-A. If you don’t know how to, ask for 

help!
• Do a preview of the bank statements. Bank statements tell a lot 

about the applicant. 
• Look for questionable deposits. Have the applicant provide a 

LOE.
• EBay, Facebook yard sales, Venmo, Cash App, Square Trade are 

all income if consistent.
• Tips are income! Claimed or not on the applicant’s tax returns.
• Provide the most recent bank statements.



Tips To Submit a GOOD 
Application Cont.

• Credit Karma is not an adequate check of the applicant’s credit.
• Inflated scores
• Missing trade lines
• Sells the applicants info to 3rd parties

• Have the borrower use http://www.anualcreditreport.com 
• Review the credit report. . . Review the credit report again! 

• Good non-traditional credit CANNOT & DOES NOT make bad 
credit on the credit report go away.

• When using non-traditional make sure the following info is provided:
• Due dates, payment dates, account numbers, applicant’s 

name on the account and company names and contact info.
• Check for late payments on non-traditional.  (It does happen)

Ask Questions!  RD will most likely want to know.



Sending the Application 
to the Intermediary

• Always email the package securely along with Fannie Mae file (if 
available) to your Intermediary. If you don’t know how to, ask your 
Intermediary for help and/or suggestions. 

• Package will be reviewed in 3-5 business days of receipt to verify 
all items are present. An e-mail will be sent to you as the Packager 
requesting any items needed.

• Complete package will be sent to the local RD office for the 
county in which the buyer is interested in purchasing a home.

• RD will contact the applicant and/or the Certified Packager with 
additional items needed and copy Fahe if necessary.



Workflow

Certified packager pre-
qualifies a potential 

Borrower

Gather information 
according to USDA's 
packager checklist to 

submit to Fahe

Fahe reviews Package 
for completeness: 
requests info. (if 

necessary)

Fahe will submit file to 
local USDA office once 
a complete application 

is provided.

USDA reviews file and 
requests info if needed 

and issues a COE. 

Borrower takes COE to 
find a property and 

enter into a Purchase 
Agreement

Stage 2 Property 
Submission Checklist  

submitted to USDA by 
the Packager

USDA will request an 
additional information 

if needed.

Appraisal will be 
ordered. 

USDA will have        
one-on-one meeting 

with borrower

Borrower closes and 
fee is sent to Fahe and 
distributed from there



Questions



Fahe’s Website

www.justchoicelending.com/usda-502-packaging/

http://www.justchoicelending.com/usda-502-packaging/


Loan & Income Limits
http://eligibility.sc.egov.usda.gov/eligibility/welcomeAction.do

http://eligibility.sc.egov.usda.gov/eligibility/welcomeAction.do


Eligibility Information

http://www.rd.usda.gov/programs-services/single-family-housing-direct-home-loans

http://www.rd.usda.gov/programs-services/single-family-housing-direct-home-loans


In Conclusion

• Know your RD handbook - make it a browser favorite!

• Sign up for e-grams if you have not already (link below):
https://public.govdelivery.com/accounts/USDARD/subscriber/new?qsp=U
SDARD_25

• Explanations can save a file! You have the personal relationship with 
the applicant.  If we need to understand, write it up! 

https://public.govdelivery.com/accounts/USDARD/subscriber/new?qsp=USDARD_25


Contacts

Questions?

• Jamie Puckett-Primary
859-228-2112
jpuckett@fahe.org

• April Pritchard – Application Review
859-228-2131
apritchar@fahe.org

mailto:jpuckett@fahe.org
mailto:apritchar@fahe.org
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