
 
 

1 
 

PENNVEST  Homeowner Septic Loan   
Q UARTERLY  PROGRAMS  UPDATE  

May  2022   

 

GENERAL ANNOUNCEMENTS 

 
Here is the quarterly update to implement the new FHA requirements for the Title I program, effective 
immediately in the Pennvest Homeowner Septic Loan. New PV4-Origination File Checklist will be 
available by Friday May 6, 2022. 
 

LOAN ORIGINATION,  UNDERWRITING, AND CLOSING 

 

1. NEW PHFA Guidelines. Implementation May 2, 2022: 

a. Credit Inquiries: Participants must gather and provide homeowners’ written 
explanations for inquiries found on their credit reports and include them in 
origination packages submitted to PHFA. This new requirement will be in addition 
to the existing requirement that applicants explain derogatory credit items in writing. 

b. Income Documentation:  

i. Participants must provide a copy of the signed 4506-C and the tax 
transcripts for the most recent two years for all applicants in the Origination 
File.  Previously 1 year was required. 

ii. Participants must also document applicants’ prior two years of income by 
submitting the applicants’: 

1. Most recent paystub that includes year-to-date earnings, current 
period earnings, and pay broken down into the types offered by the 
employer: base, vacation, sick, overtime, commission, bonus, etc. 
This is reduced from two paystubs. 

2. Two most recent W-2 forms.  

3. A verbal verification of employment from the current employer. 
Similar to the Freddie Mac Form 90. Previously a written VOE was 
required. 

iii. If a Participant is unable to obtain a verbal verification of employment a 
written VOE (similar to FNMA form 1005) must be obtained.  

iv. The  pre-closing verbal verification of employment is no longer necessary. 

c. Collection Accounts:  

i. Collection accounts that total less than $2,000 to one or multiple creditors 
may be ignored in the DTI calculation. 

ii. Collections accounts that equal or exceed $2,000 to one or multiple 
creditors must be documented as having one of three resolutions at closing: 

a. Evidence that they are paid-in-full from the creditor(s). 

b. A copy of the (on-going) payment arrangement with the 
creditor(s). 

https://www.phfa.org/forms/pennvest/documents/04.pdf
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c. Or if a payment arrangement is not available, 5% of all 
collections must be calculated as part of the DTI ratio.    

d. Court-ordered Judgments: Must be resolved or paid off prior to closing 

a. Resolved means the borrower has entered into a valid 
agreement with the creditor and has made timely payments 
for at least three months of scheduled payments, and the 
judgment will not supersede the FHA-insured loan. No 
prepayments or shorter timeframes will be permitted.  

e. Charge Offs: Will no longer be considered in the DTI 

f. Disputed Derogatory Credit Accounts: Defined as disputed charge off accounts, 
disputed collection accounts, and disputed accounts with late payments.   

If credit account(s) are officially disputed by the applicant, and show late payments 
in the last 24 months on the credit report, and the balance is equal to or exceeds 
$1,000 to one or more creditors, then payment amount shown on the credit report 
or 5% of balance must be included in the DTI.  Exceptions to this policy are unless 
the debts are medical or caused by identity theft, credit card theft or unauthorized 
use. Discuss documentation requirements with PHFA if this situation arises.  

g. Federal Income Taxes: Applicants must sign the 4506-C Request for Transcript of 
Tax Return and Participants must order the most recent 2 years of tax returns.  

Applicants with their federal income taxes in in pre-existing repayment programs 
may apply for Pennvest Homeowner Septic Loans. Homeowners found to have 
delinquent federal income taxes need to enter an approved plan and make 3 
months of scheduled payments before re-application.  No prepayments or shorter 
timeframes in the repayment plan will be permitted.  

h. Emergency Repairs:  Homeowners able to document emergency repairs, 
replacements or connections* made up to 30 days prior to application date will be 
eligible to apply. Participants should request PHFA preliminary reviews of all 
“emergency” requests prior to completing the origination package.  

i. *Emergencies include on-lot systems or public sewer connections causing 
sewage back-up into the house or areas adjacent to the home.  

ii. Not included are connections to public sewer made to meet discount period 
or connection deadlines. 

i. Chapter 7 and 13 Bankruptcy: The following may reduce timeframes post- 
bankruptcy discharge, depending on reason for filing. 

i. Chapter 7: Applicants may apply 12 months after bankruptcy discharge if 
the bankruptcy can be documented to be due to extenuating circumstances 
beyond their control. And the Participant can also document their ability to 
manage their financial affairs responsibly. Extenuating circumstances 
include serious illness or death of a wage earner and severe & sudden 
medical expenses in the family, among other circumstances.  Divorce and 
inability to sell the property due to a job transfer or relocation are not 
considered extenuating circumstances.  
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Otherwise, the two-year post Chapter 7 Bankruptcy requirement remains 
effective. 

ii. Chapter 13: Applicants may apply after 12 months in the payout period as 
long as Participant can document that all payments due were made on-time, 
and the bankruptcy court permits the applicant to take on this new debt.  

 

2. Marisa Shull and I will register with FHA as Title I underwriters (no DE requirements). 

 

Please contact the Homeownership Special Initiatives staff with any questions at  

SEPTIC@PHFA.ORG OR 717.780.3871 

Or here is a link to all PHFA Homeownership and Servicing contacts: contact us 

mailto:SEPTIC@PHFA.ORG
http://www.phfa.org/forms/sellersguide/appendices/n.pdf

