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During this module you have studied the various ways applicant requirements are evaluated 
and processed. This exercise provides you with a set of sample exam questions to help you in 
sorting through some of the details related to this important topic.  
 
Activity #1 Instructions: Complete the following questions using the links available in the Rural 
Development Employee Portal. You may find it useful to utilize the Navigating Resources 
Reference from this module to assist you as you locate the appropriate resources.  
 

Practice Exam Questions 
 

1. True or False. An applicant with no verifiable credit history is considered to have 
acceptable credit. 

 
True   /   False 

 
2. Yes or No. An applicant was discharged from Chapter 7 Bankruptcy 2 years ago. The 

reason for the bankruptcy was because they overspent their credit cards and there were 
no other extenuating circumstances. Is this acceptable credit? 

 
Yes   /   No 

 
 

3. Yes or No.  Does an applicant have to be a US citizen in order to be eligible for 
assistance? 

 
Yes   /   No 

 
4. Name the 2 types of payment subsidy used to enhance an applicant’s repayment ability 

for Section 502 loans. 
a.       
b.       

 
5. Yes or No. Applicants who receive new initial loans will receive interest credit. 

 
Yes   /   No 

 
 

6. Yes or No. Borrowers must be income eligible to receive assistance for a Direct Section 
502 program loan. 
 
Yes   /   No 
 

7. The three types of income  used in Single Family Housing Direct Loan processing are: 
a. ________________________ 
b. ________________________ 
c. ________________________ 

 
 

8. In what two ways do assets affect an applicant’s ability to obtain a Section 502 loan? 
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a. _____________________ 
b. _____________________ 

 
9. What are the required documents for a complete application? 

 
 
 
 
 

10. How should we work with an applicant who qualifies for a loan that is $12,000 less than 
the amount likely to be required to obtain a home? 

 
 
 
 
 
 

11. Yes or No. Can you deny an application based on adverse credit information from an in-
file credit report? 
 
Yes   /   No 

 
 

12. Your supervisor has just given you three low-income applications for loan processing. In 
what priority order should these loans be processed?  
 
The applications include: 

a. an elderly couple who applied on April 1, 2002, and want to purchase an existing 
home currently financed by the Section 502 loan Program; 

b. a disabled single male who applied on January 2, 2002, and wants to build a new 
home 

c. a family of 5 who applied today that the local bank is willing to loan 20% of the 
loan request through a leveraging agreement. 

 
 
 
 
 

 
 
 

13. Decisions that are not made in favor of a loan applicant are known as:     
 

14. What attachment is sent with a rejection letter when an adverse decision is appealable? 
 
 
 

15. During your first opportunity to serve as the Acting Supervisor, you reviewed an 
application from a man who is 95 years old. He wants a Section 502 loan to purchase a 
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dwelling. Your review indicates that the man is income eligible, has repayment ability for 
the loan, and has excellent credit. It occurs to you that this person is unlikely to live long 
enough to repay a 33 year loan. For this reason, you decided it was not in the best 
interest of the government to approve the loan application. The applicant appeals the 
loan decision. 

a. Is this decision appealable?   Yes   /   No 
 
b. What justification does he have to appeal the decision? 

 
c. How many days does the applicant have to submit the appeal request? 

 
16. What are the three steps in the appeal process? 

a. __________________       
b. ___________________      
c. ___________________      

 
 

17. Yes or No. If an applicant submits an “Offer to Purchase’’ with their loan application, do 
you still need to issue a Certificate of Eligibility? 

 
Yes   /   No 
 

18. What is the maximum PITI ratio for a low-income applicant? _______ % 
 

For a very low-income applicant? _______ % 
 

19. What form is used to evaluate credit history? 
 
 

20. True or False. A non-elderly applicant with $18,000 in cash assets must use $8,000 
toward closing costs and down payment to bring their reserves down to the $10,000 
limit. 

 
True   /   False 
 

21. True or False. The value of an applicant’s collection of show cars is not considered an 
asset since automobiles are listed in HB-1-3550, Chapter 4, Exhibit 4-2 as being 
exempt. 

 
True   /   False 
 

22. What is the method of calculating imputed income for an applicant with assets of $7400? 


