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Welcome to Loan Note Guarantee and Indemnification, presented by USDA’s Single Family
Housing Guaranteed Loan Program!
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Training Objectives
* Where is the topic located?

* 7 CFR Part 3555 and HB-1-3555
* Learning Checks

* Resources

The objectives of the training include:

1. Demonstrating where the training topic is located in the program regulation, 7 CFR Part
3555 and the technical handbook, HB-1-3555.

2. Providing learning checks to help you gain a working knowledge of the topic, and

3. Links to online resources to assist in locating program information.
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Things change!

* Every effort has been made to ensure training references
are accurate at the time of publication.

» Always reference the most recent USDA publications
avaiiabie oniine.

Every effort has been made to ensure this training and all references are accurate, however,

new program revisions and clarifications may occur.
Therefore, please ensure you always reference the most recent USDA publications available

online.

This training module is not intended to replace the need to reference the regulation,
technical handbook, and additional USDA published documents regarding the Guaranteed
Loan Program.
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Guaranteed Loan Program Regulation

7 CFR Part 3555

* The regulationis the rule!
* 8Subparts: A—H

* Appendix 1

7 CFR Part 3555 is the program regulation. It is the first place users should look for the
answers to their questions.

The regulation is the rule and it cannot be overridden by the technical handbook.

The 7 CFR Part 3555 is comprised of 8 subparts, A through H.

You can access the full regulation online as Appendix 1 from the Regulations and Guidelines
website.



7 CFR Part 3555

http://www.rd.usda.gov/publications/regulations-guidelines
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The Regulations and Guidelines website is located from the link shown on the slide.
Under “Rural Development” there are many items available from this home page.

To access the regulation, select “Handbooks.”
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A list of all USDA Rural Development handbooks will display.
Be sure to select the correct technical handbook: HB-1-3555.

Once HB-1-3555 is selected, the entire handbook, including all appendix will display for
selection.

Appendix 1 is the full regulation, 7 CFR Part 3555.



7 CFR Part 3555

3555.108 Full faith and credit.
(a) General.
(b) Interest.
(¢c) Violations.
(d) Indemnification.

Loan Note Guarantee specifics and Indemnification are located in Subpart C, Section
3555.108.



7 CFR Part 3555: 3555.108

Sec. 3535.108 Full faith and credit.

(a) General. The Loan Note Guarantee constitutes an obligation supported by the
full faith and credit of the United States and is incontestable except for fraud or

mucrenresentation of which the lender hag actual knowledoe at the time 1t
misrepresentation of which the lender has actual Knowiedge at the ime 1t

becomes such lender or which the lender participates in or condones.
Misrepresentation includes negligent misrepresentation.
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shall not be guaranteed. If the note to which the Loan Note Guarantee is
attached or relates provides for the payment of interest on interest. then the
Loan Note Guarantee 1s void. Notwithstanding the prohibition of interest on
interest, interest may be capitalized in connection with re-amortization under
subpart G of this part.

3555.108 states that a Loan Note Guarantee constitutes an obligation supported by the full
faith and credit of the United States. It is incontestable except for fraud or
misrepresentation that the lender has actual knowledge and freely participates in to obtain
Loan Note Guarantees.

Promissory notes that provide for the payment of interest on interest will not be
guaranteed, and the Loan Note Guaranteed will be void. This does not include capitalized
interest that may occur due to reamortization that may occur for an eligible loss mitigation
solution under the regulation.



7 CFR Part 3555: 3555.108

(c) Violations. The Loan Note Guarantee will be unenforceable by the lender to the
extent any loss is occasioned by violation of usury laws, civil rights laws.
negligent servicing, failure to obtain the required security or use of loan funds
for unauthorized purposes, regardiess of the time at which Rural Development
acquires knowledge of the foregoing. Negligent servicing is defined as
servicing that 1s inconsistent with this subpart and includes the failure to
perform those services which a reasonably prudent Lender would perform in
servicing its own ioan portfolio of loans that are not guaranteed. The term
includes not only the concept of a failure to act, but also not acting in a timely
manner or acting contrary to the manner in which a reasonably prudent Lender
would act up to the time of loan maturity or until a final loss 1s paid.

If any loss incurred by the lender is due to violation of usury or civil rights laws, negligent
servicing, or other infractions in direct conflict of the regulation the Loan Note Guarantee
may be unenforceable. Negligent servicing is defined as being inconsistent with the
regulation and includes the lender failing to take prudent actions on USDA guaranteed
loans as opposed to those loans that are not guaranteed.
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7 CFR Part 3555: 3555.108

(d) Indemnification. The loan note guarantee will remain in effect for any holder of
the loan who acquired it from an originating lender. If the Agency determines
that a lender did not originate a loan in accordance with the requirements in this
part. and the Agency pavs a claim under the loan guarantee. the Agency may
revoke the originating lender's eligibility status in accordance with subpart B of
this part and may also require the originating lender:

(1) To indemnify the Agency for the loss. if the default leading to the
payment of loss claim occurred within five (3) vears of loan closing.
when one or more of the following conditions is satistied:

(1) The orginating lender utilized unsupported data or
omitted material information when submutting the request
for a conditional commitment to the Agency:

(11) The originating lender failed to properly verify and
analyze the applicant’s income and employment history
in accordance with Agency guidelines:

3555.108(d) outlines indemnification. When an approved lender purchases a loan from
another approved lender the loan note guarantee will remain in effect.

Loss claims that are paid but USDA determines the loan was not originated under the terms
of the regulation, the originating lender will be responsible to indemnify or repay USDA for
the loss claim and could have their approved lender status revoked.

USDA may pursue an originating lender for a loss up to 5 years following loan closing when
the cause of the default led to the loss claim. This may be due to the lender using
unsupported data or omitting adverse information when submitting the loan to USDA for a
Conditional Commitment or loan closing or the lender failed to properly verify and analyze
the applicant’s income and employment history.

10



7 CFR Part 3555: 3555.108(d)(1)

(111) The originating lender failed to address property
deficiencies identified in the appraisal or nspection
report that affect the health and safety of the occupants or
the structural integrity of the property:

(iv) The originating lender used an appraiser that was not

properly licensed or certified. as appropriate. to make
residential real estate appraisal in accordance with §
3555.103(a): or,

Indemnification may also be pursed if the originating lender failed to address property
deficiencies that were clearly identified in the appraisal or inspection report if applicable,
or if the appraiser selected by the originating lender was not properly licensed or certified

to complete the required residential appraisal.
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7 CFR Part 3555: 3555.108(d)

2) To indemnify the Agency for the loss regardless of how long ago the
loan closed or the default occurred. if the Agency determines that

fraud or misrepresentation was involved with the origination of the
loan.

(3) In addition. the Agency may use any other legal remedies it has
against the originating lender.

USDA may also pursue the originating lender regardless of how long ago the loan closed or
when the default occurred when the Agency determines the originating lender has
committed fraud or negligent misrepresentation.

USDA may pursue all applicable legal remedies against the lender.

12
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Guaranteed Loan Program Technical Handbook
HB-1-3555

* Provides guidance to support the regulation

* HBis not the rule

* 20 Chapters

The 7 CFR Part 3555 regulation cannot cover every topic and every potential scenario,
therefore a technical handbook has been published to support the regulation and provide
additional clarification. HB-1-3555 has 20 chapters.

13



HB-1-3555 SFH Guaranteed Loan Program Technical Handbook

Table of Contants
Chapter 1 - Overvsra
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Lender Appeoval
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Loan Purposes
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and Appeats
Appendix § - Agency and Employes Addresses

Appondix § - incomae Limis

Appendix 6 - Interest Assislance

Appondix 7 - Canrs Access Instructions

Appendix 8 - ED! Documeniation

Appendix § - Perallse

Appendix 10 - Unnumbered Letter and Slabe Supplements

The handbook may be accessed from the Regulations and Guidelines website.
Guarantee guidance is located in Chapters 16 and 20.

Loan Note

14



HB-1-3555

16.6 AGENCY REVIEW OF CLOSING DOCUMENTS AND ISSUANCE OF
THE LOAN NOTE GUARANTEE

A Tneoamnlate Clacing Nacnimante
4 ke AIIEUIIIPIVI'V - l\b)llls LAV LALLINLALD
B. Acceptable Closing Documents
C: Unacceptable Closing Documents

16.7 CLOSING DATE
16.8 DUPLICATE LOAN NOTE GUARANTEE

This screen shot displays the Table of Contents of Chapter 16. This helps the user to locate
specific topics more quickly. Chapter 16 provides guidance for lenders seeking to submit
closing documents and request a Loan Note Guarantee.
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HB-1-3555: 16.6 Agency Review of Documents and
Issuance of Loan Note Guarantee

A. Incomplete Closing Documents
* 30 days to correct

B. Acceptable Closing Documents
* LNGisissued

C. Unacceptable Closing Documents
» Correction may be eligible, otherwise LNG denied

HB Chapter 16, section 16.6 provides guidance for potential outcomes of the Agency

review of loan closing documents submitted by the lender when requesting a Loan Note

Guarantee:

A.

Incomplete closing documents will result in USDA contacting the lender to request
missing documents within the next 30 days. Once the lender remits the required
documents, USDA can issue the Loan Note Guarantee.

When a complete closing package is received with acceptable documents, then USDA
will issue the Loan Note Guarantee.
If unacceptable loan closing documents are received, USDA will contact the lender to
determine if correct documents can be submitted. If no, the Loan Note Guarantee
request will be unable to be honored.

16
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HB-1-3555: 16.7 Closing date
* Dateon closing disclosure
* Interest credit may be eligible

Section 16.7 clarifies that the loan closing date is the date of the closing disclosure.

An applicant may also elect to have an interest credit settlement, where the interest may
be paid at loan closing to the first of the previous calendar month.

17



HB-1-3555

CHAPTER 20:
20.1
20.2

20.3

LOSS CLAIMS - COLLECTING ON THE GUARANTEE
OVERVIEW
LOSS CLAIM COVERAGE

A, Loan Guaranice Limiis

B. Losses Covered by the Guarantee
C. Reasonable and Customary
FILING A LOSS CLAIM

A Property That is Sold

B. Unsold Real Estate Owned (REO) Property

G, Definition of Value Types in the Appraisal Process and General
Procedures

D. Loss Administration — Record the Loss Claim in GLS

Handbook Chapter 20 includes guidance on the loss claim coverage provided to the

approved lender under the Loan Note Guarantee.

18
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HB-1-3555: 20.2 Loss Claim Coverage
A. Loan Guarantee Limits

Maximum payment is lesser of:

* 90% of original principalamount or

* 100% of loss equal to 35% of original principal amount
plus 85% of remaining loss up to 65% of original principal
amount

Section 20.2 details the maximum loss claim payment due from the Agency. The maximum

payment is the lesser of:

* 90% of the original principal amount or

* 100% of the loss equal to 35% of the original principal amount plus 85% of the
remaining loss up to 65% of the original principal amount

What does that really look like?

19



HB-1-3555: 20.2 A, Loan Guarantee Limits
Example: Original principal amount: $165,000
1. $165,000 x 90% = $148,500
2. $165,000 x 35% = $57,750

65% of $165,000 = $107,250

85% of $107, 250 = $91,162.50

$57,750 + $91,162.50 = $148,912.50

Maximum loss claim payout: $148,500

This is an example of the two potential loss claim payments for an original principal amount
of $165,000.

In the 90% maximum example, the payment may not exceed $148,500.

The second calculation would include 35% of the original principal amount which would be
$57,750.

65% of the original principal amount is $107,250, and 85% of that figure is $91.162.50.
When you add the 35% calculation with the 85% calculation the total is $148,912.50.

USDA is only obligated to pay the lesser of these two calcuations. Therefore the maximum
payout for this example is $148,500.

20



HEB-1-3555 SFH Guarantood Loan Program Technical Handbook

Table of Contents

Chagter 3 - Cuervio
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Indemnification guidance is located in Chapter 4.



HB-1-3555

4.7
48
4.9
4.10

REPORT SIGNIFICANT CHANGES
ADHERE TO SFHGLP GUIDELINES
INDEMNIFICATION

PREVENT MORTGAGE FRAUD

The Table of Contents in Chapter 4 specifically refers to section 4.9.

22
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HB-1-3555: 4.9 Indemnification

* Originating lender

* Defaults within 60 months of loan closing

* Unsupported data or omitted material information
* Failure to verify/analyze income or employment

* |dentified property deficiencies

* Ineligible appraiser

Section 4.9 supports the guidelines of 3555.108. To summarize, indemnification rests with
the originating lender.

USDA may pursue indemnification for defaults within 5 years or 60 months of loan closing
when the lender is found to be outside of the regulation for:

* Unsupported data or omitted material,

* Failure to properly verify or analyze income and employment,

* Failure to address identified property deficiencies, or

* Use of an ineligible appraiser to complete the appraisal report.

23



Rural Development

Ei""‘..;' e I

HB-1-3555: 4.9 Indemnification

* Originating lender

* No timeframe from loan closing

* Loss due to fraud and misrepresentation

4.9 also states the originating lender may be pursued with no timeframe when the loss is
paid due to fraud or blatant misrepresentation of the loan file that contributes to the loss.

24
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Fact Sheets

»Cangressional Testmany
Transcripts and Speeches

Q_SDA United States Department of Agriculture

“ Rural Development

Home  About RD  Programs & Sevices  Browse by State ewsioom  Publicatons | Contact s ) & © N

Regulations & Guidelines

Al Federal reguiations can be found at Reguiations gov and customers can search, review and submit
comments on Federal documents that are open for comment and published in the Federal Register

A3 8 sence io our we post Furai g Nolices, and fonms. The
Instructions ane avalable in thies file formats: Adobe Acrobat (PDF). Microsoft Woed 6.0 (d0¢) and Text (bd). To
he extent possible, all documents have bedn made avasabie in &fher Adcbe Acrobat Ver 50 and haghr, of Text
#nd e 508 compliant. If you Shoukd hawe accessily dsues and need & hard Copy. please send an é-mad 1o
commentsEwo usaa gov

It you are having probilems. with this page, need a hand copy of any of the documents due 10 accessibiity ssues
of would ike 10 b aded 10 the Regutabions LUiptats distribution list (available for Rural Development empioyees
only with 3 vasd Rural Development e-mail a0dress), please e-mad comments@woc usca gov

Rural Development

* Agminstrative Notices

+ Instructions

- Forms

+ Spanish Forms, Form Letters and Guide Lefters
+ Handbooks

« Procedures Notices

- Significant Guidance Documents

+ Unnumbered Letters

+ Federal Register Publications

The “Loan Note Guarantee” is Form RD 3555-17. To view a blank Loan Note Guarantee,

return to the Regulations and Guidelines home page and select “Forms.”

25



o forma. ¥ou ean v
subrm the o i

Agency Name:

Prageam Name:

Serven fare
Fearrm Nmoee
Titha &0 Kaywards

Sho= Rewts

DA o | Farm Barvers Ageny | Haturs! Rassurmes G
[0 | acruenibiny Sestumane | Evacy Soliy | oo Ducrene

ey smsiating o of sha fslds hatn o fues sfisks Snmech far 3 bt of

#hen vogwing the form, plesse Rave Defy BE Drowier medae Gpen

| o3
[an 2}
[ ]
ssEsir
[irereme =l

=)

ormarcetan fervice | dursl Cevelopmant
nabion Statamsnt | Iabarmtien Gulbs | USA gov | Wiite Mouss
S,

In the top screen shot, select “Browse Forms.”

In the second lower screen shot, enter the “Form Number” as “3555-17" and then select

“Search.”
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To view these forms, you will need to have the free Adobe Acrobat Reader instalied on your

When viewing a form, please have only one browser window open.
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Form RD 3555-17 will be available for selection. Click on the displayed “Form Number.”
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When the Loan Note Guarantee is issued electronically, the form will be “3555-17E.”

The Loan Note Guarantee is two pages in length.



Rural Development

Form RD 3555-17/17E

Form RD 3555-17 Form Approved
(Rev. 06-16) UNITED SThTEE;fESE;EMEg;'?EFGGRICIJLTIJRE OMB No 05750179
Page 1 of 2 RURAL HOUSING SERVICE
State
County
LOAN NOTE GUARANTEE
Date of Note (Settlement Date)
Fomower Name RHS Case No. (Stie, County, SSN)
RHS Bomrower ID
Tender Lender IRSTD No.
| Tender's Address Principal Amount of Loan N
$

At the top of page information displays for:

* Borrower Name

* Approved Lender

* Approved Lender’s Address

* The State and County where the property is located
* The Date of the Promissory Note or Settlement date
* USDA Case No.

* Randomly generated Borrower ID

* Lender Tax ID number

* Principal Amount of Loan that is guaranteed under the terms of this Form

29
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Form RD 3555-17/17E

This Loan Note Guarantee 15 1ssued under Lender Agreement for Guaranteed Smgle Fanuly Housing Loans dated
in connection with the above identified loan.
In consideration of the makimng of the subject loan by the Lender, the United States of Amenca, acting through the Rural Housing
Service of the Rural Development mission area (herein called "RHS"), pursuant to Title V of the Housing Actof 1949 (42 US.C. 1471 et
sec.), agrees that, subject to the terms and conditions herein, it will pay to the Lender the lesser of
1. Any loss of an amount equal to 20 percent of the prncipal amount actually advanced to the Bomower, o
2. Any loss sustamed by the lender of an amount up to 35 percent of the principal amount actually advanced to the Borrower, plus
85 percent of any additional loss sustamned by the Lender of an amount up to the remaining 65 percent the principal amount
actually advanced to the Borrower.

Loss includes only (a) principal and interest evidenced by the Note, (b) any loan subsidy due and owing; and (c) any principal and

interest indebted, on RHS app: P dv for p and preservation of collateral. Interest (ineluding any subsidy)
shall be covered by the Loan Note Guaramee upto 90 days I'mm the Lender's Icqmﬂl:on of the collateral or date of the mitial loss
settlement, whichever is earlier. Netp T 1 from li quidh of the collateral will be used in calculating the amount of loss sustained by

the Lender. If the Lender acquires the collateral, u:.: net proceeds from collateral for caleulating loss shall be determined by RHS as
follows: (1) the collateral will be appraised as of the date of acquisition by the Lender then (1) deduct from such appraised value
an estimate of liquidation cost which will include an allowance for 90 days, the estimated time the property will be held by the Lender.
If RHS conducts the hiquidation of the loan, loss occasioned to a Lender by accruing interest after the date RHS accepts responsibility for
the liquidation will not be covered by the Loan Note Guarantee
Lender may sell the guaranteed loan only to a Lender which meets the qualifications and m the manner as provided in 7 CFR part 3555,
Lender may obtain participation in its loan under its procedures. Participation means a sale of an interest in the loan wherein the Lender
retains the note, collateral securing the note, and all responsibility for all loan servicing and iquidation. A participant has no rights under
this instrument

The first page of the Loan Note Guarantee will include the date of the approved lender’s
agreement, Form RD 3555-16.

The terms of the Loan Note Guarantee coverage in the event of a loss claim are listed along
with the eligible loan purposes that may be reimbursed under the guarantee.

Accrued interest and the treatment of net proceeds from the liquidation of the collateral
will be considered in the loss claim payment.

Lenders may sell guaranteed loans only to other USDA approved lenders.

30



Form RD 3555-17/17E

CONDITIONS OF THE GUARANTEE

1. Loan Servicing )

Lender will be responsible for servicing the entire loan and Lender will remain mortgagee and/or secured party of record. The Lender
may sell loan servicing nights to an RHS eligible Lender when the purchasing Lender agrees to be bound by all of the same terms as the selling Lender
and this agreement and the RHS Lender Agreement for Guaranteed Single Family Housing Loans
2. Full Faith and Credit

The Loan Note an obl PP d by full faith and credit of the Unuted States and 15 incontestable except for
frand or misrepresentation of which the lender has actual knowledge at the time it becomes such lender or which the lender participates in

According to the Paperwork Reduction Act of 1995, no persons are required to respond to a collection of tnformation unless it displays a valid OMB control

number. The valid OMB control manber for this information collection is 0575-0075. The ttme required to complate this information collection is estimated to

average 5 minutes per response, including the rime for reviewing instructions, searching existing data sources, gathering and maintaining the data needed, and
wplettng a ug the coll P )

The conditions of the guarantee include specific guidance for loan servicing and full faith
and credit of the U.S. government.
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This slide provides a screen shot of page 2 of the Loan Note Guarantee.
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Form RD 3555-17/17E

Form RD 3555-17

(Rev. 06-16)
Page 2 of 2 - Borrower Name RHS Bormower ID:

or condones. A note which provides for the payment of interest on interest shall not be guaranteed. If the note to which this instrument is attached or
relates provides for the payment of interest on interest, then this Loan Note Guarantee is void. In addition, the Loan Note Guarantee will be
unenforceable by the lender to the extent any loss is occasioned by violation of usury laws, neghgent servicing, or failure to obtain the required
security regardless of the time at which RHS acquires knowledge of the forgomng. Any losses occasioned will be unenforceable by the lender to the
extent that loan funds are used for purposes other than those approved by RHS in its Form RD 3555-18, "Conditional Commitment for Single Family
Housing Loan Guarantee " Negligent servicing is defined as the failure to perform those services which a reasonably prudent lender would perform
in servicing its own loan portfolio of loans that are not guaranteed. The term includes not only the concept of a failure to act but also not acting in a
timely manner or acting contrary to the manner i which a reasonably prudent lender would act up to the time of loan maturity or until a final loss 1s
paid If RHS determines that a Lender did not originate a loan 15 accordance within the requirements in 7 CFR part 3555, and RHS pays a claim
under the loan guarantee, RHS may revoke the Lenders' ehigibility status in accordance with Section 3555 52 and may also require the Lender: (1)
To mdemmfy RHS for the loss, if the payment under the guarantee was made within 60 months of loan closing, or (2) To mdemmfy RHS for the loss
regardless of how long ago the loan closed, if RHS d s that fraud or P ion was invelved in connection with the ongination of the
loan in accordance with Section 3555.108.

Page 2 will include the Borrower’s Name and Borrower ID at the top.

The “Full Faith and Credit” information that started on page one is completed. This portion
of the guarantee also includes indemnification language.
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Form RD 3555-17/17E

3, Lender will recerve all payments of principal and interest, annual fee, and any loan subsidy on the account of the entire loan

4. The Loan Note Guarantee 15 subject to an annual fee billed to the Lender and collected by the Agency on an annual basis for the hife of the loan,
based upon an annual fee percentage of %. The annual fee will be based on the average annual scheduled unpaid principal balance
of the loan and may be passed on to the guaranteed loan borrower. A late charge will be charged if the fee is not paid by the date set by RHS.

oo of the lace to the came

5. Protective Advances made by the Lender p to RHS reaul. will be o d agamst a p

extent as provided in the Loan Note Guarantee
6. The Loan Note G will Ily (a) upon full pay of the g d loan; or (b) upon full payment of any loss

obligation hereunder, or (c) upon written notice from the Lender to RHS that the guarantee will terminate provided this Loan Note
G 15 d to be led by RHS.

e netrument will ba d 4 Aad 4
< wall be d pad ac prosnded in 7

8. All notices and actions may be imtiated through Rural Development National Financial and Accounting Operations Center at the following
email address o7l 3

If the loan is subject to an annual fee, the applicable percentage will be listed in item #4.
The annual fee will not change once the loan is closed and it is due for the life of the loan.

Other items listed include protective advances, termination of the guarantee, and the email
address for the National Finance and Accounting Operations Center where applicable

actions may be required to be reported.
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Form RD 3555-17/17E
UNITED STATES OF AMERICA
RURAL DEVELOPMENT
RURAL HOUSING SERVICE
By:
Title:
Date:
by: Dated:
(Transforee)
Assumption Approved by RHS:
fmew mote, i taken, is artached) Dated:
by: Dated:
(Transferes)
Assumption Approved by RHS: Dated:
(mew nate, if faken, is attached)

At the bottom of page 2 the USDA approval official’s signature will appear with the date the
Loan Note Guarantee was executed.

If the guaranteed loan is ever assumed, the new party to the loan will be noted on this
form. Guaranteed loans may be assumed, but the original borrowers are not released from
liability.
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TIPS
* Underwriter = USDA Approved Lender

USDA = not an underwriter

Research Rule & HB questions: Table of Contents

Research Rule & HB questions: Control + F

T CFR Part 3555

supplemental social security income and Social Security
benefits received m a lump sum:

(v} Any eamed income tax credit

(viii) rssistance in excess of any amount determined
& o HUTYs defintion of anmual income at 24 CFR

5.60%c)

A few helpful tips:

1. The underwriter of the loan is the approved lender’s underwriter.

2. USDA is NOT the underwriter of the loan.

3. When researching topics, it is helpful to begin with the Table of Contents for the
regulation and the handbook.

4. A great best practice when searching for information is to open the regulation or a
handbook chapter, select the “Control” button on the keyboard, hold it down, and then
also select the “F” key. A keyword search box will appear. Enter a keyword or phrase to
locate information more quickly.



LEARNING CHECKS

The best way to learn information is to test your knowledge!
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Question Slide
“Topic”

* Question will be bulleted with scenario, or
* Include a statement/question

TRUE/FALSE or other answer options will be displayed

Each question slide will list:

the topic
A question or scenario, and
potential responses.
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ANSWER SLIDE
“Topic”

ANSWER: 7 CFR Part 3555 and HB-1-3555 references
provided

X. Correct Response

» Additional guidance for ciarification may be provided

The answer slide will list:

The topic

The reference to the answer from the regulation and handbook
The correct response, and

Any additional clarification that may be helpful.

39



40

Let’s get started!
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LNG and Indemnification

lenders.

A. TRUE

Loan Note Guarantees may only be issued to USDA approved

B. FALSE

Read the question on the slide and select a response.
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LNG and Indemnification
ANSWER: 3555.108and HB 16.6 A

A. TRUE

* A Third Party Originator (TPO) and non-USDA approved
lenders may not receive Conditional Commitments or
Loan Note Guarantees (LNG)

True
Only USDA approved lenders may receive a Loan Note Guarantee.

Third Party Originator’s and non-USDA approved lenders may not receive a Conditional
Commitment or a Loan Note Guarantee.
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LNG and Indemnification

Form RD 3555-17 must be printed, signed, and mailed to the
approved iender.

A. TRUE B. FALSE

Read the question on the slide and select a response.
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LNG and Indemnification
ANSWER: 3555.108 and HB 16.6 B
B. FALSE

* The Loan Note Guaranteeis issued electronically
* Form RD 3555-17E denotes the form was issued

electronically

False

USDA is not obligated to issue a paper Loan Note Guarantee.

USDA is issuing Loan Note Guarantees electronically. Lenders can receive their guarantee
in a more efficient and paperless manner.

Form RD 3555-17E denotes the form was issued electronically.
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LNG and Indemnification

* Bixby Bank receives LNG

* Loanissold to Orange Lending

* Lossis paid three years post closing

* Review determines negligence in origination

o~~~ oA

* Who is responsibie to indemnify USDA

A. Bixby Bank B. Orange Lending

Read the question on the slide and select a response.
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LNG and Indemnification
ANSWER: 3555.108(d) and HB 4.9
A. Bixby Bank

* Indemnification applies to originating lender
* Servicers/Holder will be reimbursed under the terms of

+la | NI
LIic LiNg

* USDA will pursue indemnification

Response A: Bixby Bank

Indemnification applies to the originating lender.

If one USDA approved lender purchases a guaranteed loan from another USDA approved
lender the Loan Note Guarantee remains valid.

The new holder/servicer of the loan is eligible to be reimbursed under the terms of the
guarantee in the event of a loss claim.

USDA may pursue indemnification of the originating lender.
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USDA may pursue inde nification from
up to ___ months post loan closing due
of material loan data.

an originating lender
to misrepresentation

Read the question on the slide and select a response.

47



LSDA soe
-
Rural Development

LNG and Indemnification
ANSWER: 3555.108(d) and HB 4.9
B. 60

* Misrepresentation/omissions

* Improper analysis of income/empioyment
Failure to correct property deficiencies
Ineligible appraiser

60 months from loan closing applies for errors regarding:

Response B.

For origination errors regarding

* Misrepresentations/omissions

* Improper analysis of income or employment

* Failure to address or correct identified property deficiencies, or

* Use of an ineligible appraiser

USDA has 60 months from the loan closing date to purse indemnification.
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USDA may pursue indemnification from an originating lender
e t H o

ue to fraud and negiigence.

A. up to 60 months B. with no time limit

Read the question on the slide and select a response.
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LNG and Indemnification
ANSWER: 3555.108(d) and HB 4.9
B. with no time limit

* Fraud and negligence to the U.S. Government are always
eligible for indemnification

Response B
There is no time limit for indemnification when fraud and negligent misrepresentation are
involved in the origination of a guaranteed loan.
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LNG and Indemnification

* Loan closing received

* Conditional Commitmentinterest rate: 4.5%
* Lender closed the loan at 5.00%

* USDA must deny the LNG request

A. TRUE B. FALSE

Read the question on the slide and select a response.
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LNG and Indemnification
ANSWER: 3555.108and HB 16.6 A
B. FALSE

* Lender may have 30 days to correct interest rate
* USDA may offer additional remedy options

* If no resolution is achieved, LNG must be denied

False

Lenders are allowed up to 30 days to correct issues with loan closing documents.

USDA can release the loan file back to the lender for correction. This will allow the lender
and USDA to ensure the loan remains eligible with the higher interest rate.

The lender may modify their promissory note to reflect an interest rate that is at or below
the authorized interest rate noted on the Conditional Commitment issued to them by
USDA.

If no resolution can be achieved, then the loan has not closed under the authorized terms
of the Conditional Commitment and a Loan Note Guarantee cannot be issued.
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LNG and Indemnification

* Loan closing received

A. TRUE

» USDA notifies lender of items that require correction
* Lender does not respond within 30 day timeframe
* USDA must deny the LNG request

B. FALSE

Read the question on the slide and select a response.
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LNG and Indemnification
ANSWER: 3555.108 and HB 16.6 A
A. TRUE

+ USDA provided 30 days to correct
* Lender has not responded

* Lender notification requesting additional time to correct
will be honored

USDA provided the lender with notice of the needed corrections, missing items, etc.
The lender has not taken any action to correct the deficiencies nor contacted USDA to
request additional time.

When a lender contacts USDA to request additional time, there is no reason why it cannot

be granted.
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LNG and Indemnification

* Loan closing received

* Borrower received $500 back at loan closing

 Borrower had $250 of eligibie funds in the transaction

* Theloan closed at or below the amount authorized on the
Conditional Commitment

* USDA must deny the LNG request

A. TRUE B. FALSE

Read the question on the slide and select a response.
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LNG and Indemnification
ANSWER: 3555.108 and HB 16.6 A
B. FALSE

 Lender can apply $250 to the principal loan balance

* The closed loan did not exceed the authorized amount
on the commitment

False
Because the loan closed at or below the amount authorized on the Conditional
Commitment, the lender can apply the unauthorized $250 to the principal loan balance.
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LNG and Indemnification

* Sunny Lending was issued a LNG
* They are selling the loan to Grey Bank but cannot find the

LNG
* Sunny Lending may request a copy of the LNG from USDA

A. TRUE B. FALSE

Read the question on the slide and select a response.
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LNG and Indemnification
ANSWER: 3555.108 and HB 16.8
A. TRUE

* The approved lender may request a duplicate copy of the

e A TDA 2 o mmenm e AlamAdare meav med s2mrace
A Truvaliu IIUII'GPPIUVCU ICIHUcio> IIGY UL auLlLtcoo Ul

request copies of the LNG

True

An approved lender may request a duplicate copy of an issued Loan Note Guarantee.
Third Party Originators and non-approved USDA lenders may not access or request copies
of guarantees.
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Way to go! You have completed the learning checks!
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Regulations
http://www.rd.usda.gov/publications/regulations-guidelines

uS DA United States it of Agriculture contaseliiskitssedindlo s
S o ™ CT—Y

Mg it st & Guso Banch b Prwicnn Puge.

Publications Regulations & Guidelines
Ovenview All Federsl regudatons can be found at Regulabons gov 3nd Cusiomes Can Search. rivenw and submd
comments on Federal documents thal are open for comment and published in the Federal Regster

Fact Sheets.

As 3 Senace 1o our cuslomens. we post Rural Developmont s nstructons. Admenislrative Mobces. and forms.

The lnstructions are avaslable n theee fle formals Adobee Acrobat POF) Mecrosolt Word 8.0 idoch and Text

it} To the ewtent possible. all documents have been mads avalable hor Adcbe Acrobat Ver 50 and

Reports highes, or Tet and are 508 compliant. i you should have accossbilly Issues and need a hard copy, pleate
sond an e-mad to commentsawic usdagov

Drspute Appsaals o you e hawing problems with this page. need 3 hard copy of any of the doCumants dus 10 acoessislity

ssiaes o would e 1o be added to the Reguiabions Upda! walable for Fural Development
Publicabions for ey only with a vl Rural Dinveloprent e-mai addniss). please e-mal comments gwdc usda gov
Cooperatves

Don’t forget the Regulations and Guidelines website is a wonderful source of USDA
guideline knowledge.
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GovDelivery Sign up

https://public.govdelivery.com/accounts/USDARD/subscriber/new?qsp=USDARD 25

LS

Rural Developmant

L GovDelivery

Email Updates

To sign up for updates or to access your subscriber preferences, please enter your contact
information below.

*Email Address

Submit Cancel

Please sign up for GovDelivery messages. USDA sends out origination (including GUS) and
servicing messages to alert lenders of new publications, clarifications, and additional
program updates.
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WE APPRECIATE

Thank you for supporting VAlID BlICIMECE
Ivu [ =~ 5 J
the USDA Single Family
Housing Guaranteed Loan
Program!

Thank you for supporting the USDA Single Family Housing Guaranteed Loan Program! We
appreciate the opportunity to help you serve more rural homebuyers!



In accordance with Federal civil rights law and U.S. Department of Agriculture (USDA) civil rights
regulations and policies, the USDA, ts Agencies, offices, and employees, and institutions participating in
or administering USDA programs are prohibited from discriminating based on race, color, national origin,
religion, sex, gender identity (including gender expression), sexual orientation, disability, age, marital
status, family/parental status, income derived from a public assistance program, political beliefs, or
reprisal or retaliation for prior civil rights activity, in any program or activity conducted or funded by
USDA (not all bases apply to all programs). and filing vary by program or
incident.

Persons with disabilties who require allernati\re means of communication for p(oqrarrl Infclrratlun (e
' =il An

A h,
audictape, Amerkan Sign s, should contact the

. ]
usba's TnRﬁET Center at (202) 720-2600 (unke and TTY) or contact USDA through the Federal Relay
Service at (800) 877-8339. Additionally, program information may be made available in languages other
than English.

To file a program discrimination complaint, complete the USDA Program Discrimination Complaint Form,
AD-3027, found online at How to File a Program Discrimination Complaint and at any USDA office or
write a letter addressed to USDA and provide in the ietter aii of the information requested in the form.
To request a copy of the complaint form, call (866) 632-9992. Submit your completed form or letter to
USDA by: (1) mail: U.S. Department of Agriculture, Office of the Assistant Secretary for Civil Rights,
1400 Independence Avenue, SW, Washington, D.C. 20250-9410; (2) fax: (202) 690-7442; or (3) email:
program.intake@usda.gov.

USDA & an equal opportunity provider, employer, and lender.

OPPORTUNITY

This will conclude the training module. Thank you and have a great day!
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