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Underwriting an ADULP

• All applications require manual underwriting. 

• When underwriting an ADULP Loan, Underwriters  must make a 
reasonable and good faith determination of the borrower’s ability to 
repay the loan. 

• These determinations should be based on: 
• Consideration of the borrower’s  current or reasonably expected income. 
• Debt obligations. 
• Assets, if applicable.



Borrower Eligibility

• Borrowers must  be a U.S. Citizen or non-U.S. Citizen, who are legally  in 
the US. 

• The lender must make a determination of the non-U.S. citizen’s 
eligibility based on the circumstances of the individual case, using 
documentation it deems appropriate. Please refer to seller guide for 
more details.

•  Borrowers must be utilizing the subject property as their primary place 
of residence.

• No co-signers or guarantors are allowed.
• Revocable Trust are acceptable and must have a minimum of 1 primary 

beneficiary of the trust occupying the property.





Credit 

• Lender must obtain a tri-merged credit report for each borrower on the loan application from data 
provided by 3 national credit repositories: Equifax, Experian, or TransUnion. The Credit report must be 
dated within 120 days of the Note date.

• Minium Credit Score(s )
• Minimum Credit Score: 640

• Non-Traditional/Alte rnative  Credit
• Non-traditional/Alternative credit is  not acceptable.

• Bankruptcy/Foreclos ure
• A bankruptcy must be fully discharged two years  prior to the note date of the subject loan.
• A foreclosure must be completed at least four years  prior to the note date of the subject loan.

• Pas t-due, Collec tions  and Charge-Offs  of Non-Mortgage  Accounts
• Accounts  that are reported as  past-due, not reported as  collection accounts, must be brought current prior to 

close. Delinquent credit that has the potential to affect lien position or diminish the borrower’s  equity, must be 
paid off at or prior to closing.

• Encumbrances , Judgements and liens
• The Agency will not consider loans for properties  that have encumbrances including, but not limited to, tax liens, 

municipal liens, attachments, or judgements.
• The satisfaction of these liabilities, along will verification of funds sufficient to satisfy these obligations, must be 

documented and paid off prior to closing and use funds outside of loan proceeds.



Income 

• A 2-year history of stable employment and income is required, 
with additional documentation needed for self-employed borrowers.

• Salaried Employee : Lender must obtain the Borrower's  IRS W-2 forms, 
for last 2 years and current paystub with year-to-date figures. Paystubs 
must be dated within 120 days of the Note date.

• Self-Employed:  Lender must obtain 2 years s igned federal income tax 
returns with all applicable schedules; a year-to-date profit and loss 
statement, if at time of application more than 120 days have elapsed 
from the end of the tax year.

• Renta l Income:  50% of fair market rents.
• Net rental income will be added to income from the subject property.
• Net rental income from another property owned by the borrower:

• Positive cash flow will be added to income.
• Negative cash flow will be added to debt.
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Borrower Annualized Income
• Income from all borrowers on the mortgage, note, and deed, 

from all sources, annualized forward.
• All income must be considered whether you use to qualify or 

not.

 50% of rental income from the subject propertymust be included in compliance income, 
regardless if rental income was used to qualify. 

 Non-taxableincome: If income is grossed up for qualifying it must be included in total compliance 
income calculation.

 Self-employed borrowers must provide a year-to-date profit and loss  after April 15th.
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There are two ways to determinecompliance income

1. Using a numbered calendar and the pay
period ending date, divide the number of
weeks by the total grossearnings OR;

2. Utilize a constantdeduction on the 
paystub, such as Dental, Medical, or 
Long-Term Disability.

Dental - 8.81/123.34 = 14 pay periods x 
2 (bi-weekly) = 28 weeks
46,090.70 (gross) /28 X 52 = 85,597.01

https://www.calendar-365.com/2024-calendar.html
https://www.calendar-365.com/2024-calendar.html
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p/p ending 5/13 - 16,427.85/20 wks x 52 = 42,717.44

Base - $810/wk x 52 = 42,120
p/p ending 5/13 OT/other - 1,739.33/20 wks x 52 -
4,522.20
Total -46,642.20

Recent raise scenario:

Reminders:
• Compliance income must be the same or 

higher than qualifying income.

• Provide Compliance income calculations 
on 1008 or income calculation worksheet.



Assets

• Borrowers may be required to make a contribution towards the 
construction cost when the loan is  unable to support.

• The sources of these funds must be the Borrower’s own funds, gift 
from a family member, or grant from a non-profit or governmental 
entity.



Assets cont.

• Lender to collect two months  bank statements with the most 
recent dated within 45 days of application. Quarterly statements 
must be dated with 90 days of application.

• Verifications of assets  may be dated up to 120 days before the 
date of the note. 

• Asset statements must clearly identify the borrower as the account 
holder, include the account number, the transaction history from the 
period covered by the statement(s) and the ending account balance.



Appraisal

• Lenders are required to obtain a full appraisal. The original 
appraisal must be no more than 4 months old from the date of the 
note.

• The lender must ensure that the appraisal is  complete 
and accurate The appraiser must provide evidence to 
support the opinion of value. 

• Appraisals  must be completed “Subject To” completion of the 
scope of work to be financed with the subject loan.



Underwriting Data Capture

• It is  the responsibility of the lender underwriter to:
•  Confirm that the credit underwriting 

information entered into MassHousing’s system is correct, 
resources utilized are current and valid, and the decision is  adequately 
supported as outlined here and in our seller guide.



Contacts

Deanna Ramsden: dramsden@masshousing.com
Sherri Melvin: smelvin@masshousing.com

Richard Petisce: rpetisce@masshousing.com 
Kathy Holt: kholt@masshousing.com 

mailto:dramsden@masshousing.com
mailto:smelvin@masshousing.com
mailto:rpetisce@masshousing.com
mailto:kholt@masshousing.com


Final Thoughts 
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