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PHASES OF THE LOAN PROCESS

Underwrite and close on construction 
and permanent financing 

simultaneously  

Phase I

Loan is underwritten

Construction to Perm terms are set

Loan is closed

Phase II

Funds are drawn and disbursed according to the

construction contract and draw schedule.

Periodic inspections completed per contract

Phase III

After the construction is complete, lender converts the loan to a 
permanent structure



THREE ITEMS 
NEEDED FOR 
SALABILITY

• Form 1004 D

• Lien waivers to ensure first 
lien status of the mortgage is 
preserved

• Title updated

• Certificate of Occupancy



DETAILED PHASE 
EVENTS





BUILDER ITEMS 
NEEDED

• Current YTD P&L

• CNC Builder Registration packet

• Previous year Corporate Tax Returns

• Most current Corporate bank statement

• Executive Summary: Overview of experience and history 

on Company and Principals

• Builder’s/Retailer’s License(s): Contractor, Retailer, 

Installer, etc. as applicable.

• Certificate of Insurance for General Liability (Acord 25 

Form). Minimum of $1,000,000 per Occurrence Required

• Builders Risk policy on property



GUIDELINES SPECIFIC TO FNMA



LOAN 
ADMINISTRATION 

DETAIL 

Fixed rate 15- or 30-year loan which consists of construction and then 
a permanent phase.

The construction phase provides draws with monthly interest 
payments to CNC on funds disbursed. 

When construction is complete the loan is converted to a fully 
amortizing loan for the remainder of the loan period.

This is a true one time close; therefore, the Borrowers will not need to 
return to the closing agent once construction is complete.

• CNC will fully administer the Conventional OTC and utilize Trinity Loan Administration Services to 
perform inspections, maintain and disburse construction monies, collection of construction 
documents and oversight of construction phase. 

• The CNC construction department will do the builder reviews.

Types of Loans
• Conforming. These loans will be administered by CNC along with Trinity Loan Admin for 

draws/inspections.



TYPES OF LOANS
ELIGIBLE PROPERTIES

• Site Built and Modular Homes.

• Manufactured Homes

• Panelized Homes are considered Site Built Homes for 
purposes of eligibility for the program.

• Prestarts will be considered on a case-by-case basis.

• Barndominium- 1unit single family steel/post beam (no 
Morton type or metal exterior siding). Slide #11 to go into 
more detail.

• Must have concrete slab foundation. No agricultural use



BARNDOMINIM 
MATRIX



INELIGIBLE 
PROPERTIES

• Log Homes

• Bamboo Homes

• Metal Homes

• Container Homes

• Post Frame Homes are not

• No self builds or borrower “Do it 
yourself”. Spec Homes for builders not 
allowed.

• 2-4Units not allowed.



OTC WORKFLOW 

BUILDER 
ACCEPTANCE 

BUILDER 
ACCEPTANCE 
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CONVENTIONAL OTC TIMELINE





FHA VA OTC OVERVIEW



CONSTRUCTION COST WORKSHEET



BREAKDOWN OF RETAILER'S 
CONTRACT PRICE



USEFUL FAQ’S

Purchase
• The borrower is not the owner of record of the lot at the time of the closing

Purchase LTV Calculation
• Divide the loan amount of the OTC financing by the lesser of – the purchase price (sum of the cost of construction and the sales

price of the lot), OR the “as completed” appraised value of the property(the lot and improvements).

Limited Cash-Out Refinance
• The borrower is the owner of record of the lot at the time of closing

LCOR LTV Calculation
• Divide the loan amount of the OTC financing by the “as completed” appraised value of the property(the lot and improvements).

AUS Approval
• No manual decisions. Must have DU Approval.

FHA/VA
• These are set up as a purchase.
• The lot value will be added to the amended contract price for the total acquisition cost. 
• If there is any equity it is added as credit to the detail of transaction.



USEFUL FAQ’S
Interest Rate and Locks

• Permanent Rate
o The permanent note rate is locked in Mortgage Machine and fixed till the end of completion per the construction agreement. The loan purpose selected is 

Construction to Perm.
o All locks are for 30 days.
o If construction is not finished by the completion date the rate will be repriced to current market rate.

• Construction Rate
o Will be set by the CNC Construction Department and is subject to change periodically. Currently 8.00%

OTC Fees
• There are fee templates for each OTC program
• FHA and VA construction fees are rolled into the builder's price and financed; they will not show on the CD.
• 1.00% Construction Fee to CNC (on loan amount).
• $300 Modification Fee to CNC
• $750 Administration to CNC
• $1,775 Inspection Fees (Typically 5 draws including final): To Trinity
• $185 Feasibility to Trinity
• $350 Final inspection fee to Appraiser
• $150 Title Update
• $500 Final Survey



MORTGAGE MACHINE



FHA AND VA OTC 
DETAILS



USEFUL CONVENTIONAL FAQ’S

• The builder can pay the construction interest for the borrower – the amount must meet FNMA guidelines.

• The lot must / will be paid off at closing

• NO Appraisal transfers allowed

• NO work is to be done by borrower or builder prior to close

• The loan amount CANNOT be increased after closing.

• Pools (case by case), barns, and guesthouses are allowed providing they are supported by comparables.

• Draws will be funds wired to the builders account within 24 hours after approval by the CNC Construction

• Department providing the request is in by 11:00 am central time

• “Cost Plus” build jobs allowed only on a case-by-case basis. The Construction CNC Department must review 
the contract and borrowers’ application to ensure adequate reserves are available.

• A “Guaranteed Maximum Price Contract” will be required



ITEMS NEEDED 
FOR BUILDER 
APPROVAL



USDA ONE
TIME CLOSE



USDA ALLOWABLE FEATURES 



USDA INELIGIBLE 
PROPERTIES



USDA OTC FEES AND FAQ’S



USEFUL FORMS and LINKS

USDA Single Close Guidelines: https://www.rd.usda.gov/files/RD-RHS-
SFHGSingleCloseLendersBuildersInfo.pdf


