Loan Terms

Single Family Housing Guaranteed
Loan Program

Training Objectives
e Where is the topic located?

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

e Resources
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Rural Development

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
available online.

Rural Development

P

Guaranteed Loan Program Regulation
7 CFR Part 3555

e The regulation is the rule!

e 8 Subparts: A—H

* Appendix 1
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7 CFR Part 3555
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7 CFR Part 3555

3555.104 Loan terms.
(a) Interest rate.
(b) Repayment period.
(¢) Repayment schedule.
(d) Negative amortization.

7 CFR Part 3555: 3555.104

(a) Interest rate. The loan must be written at an interest rate that:

(N Is fixed over the term of the loan:

(2) Shall be negotiated between the lender and borrower to allow the
borrower to obtain the best available rate available;

(3) Does not exceed the Fannie Mae rate for 30 year fixed rate
conventional loans, as authorized i Exhibit B of subpart A of part
1810 of this Chapter (RD Instruction 440.1, available in any Rural
Development office) or online at:
http://www.rd.usda.gov/publications regulations-guidelines and.:

4 If the interest rate increases between the time of the issuance of the
conditional commitment and the loan closing. the lender will note the
change in the loan closing package and submit appropriate updated
documentation and underwriting analysis to confirm that the applicant
1s still eligible.
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7 CFR Part 3555: 3555.104

(b) Repayment period. The term of the loan may not exceed 30 vears. Adjustable
rate mortgages, balloon term mortgages or mortgages requiring prepayment
penalties are ineligible terms.

(¢) Repayment schedule. Amortized payments will be due and payable monthly.

(d) Negative amortization. The loan note must not provide for interest on interest.

Guaranteed Loan Program Technical Handbook
HB-1-3555

* Provides guidance to support the regulation

* HBis not the rule

e 20 Chapters

10
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HE-1-3555 SFH Loan Program Technical
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Appendix 10 - Unnumbered Lelter and State Supplements

HB-1-3555

CHAPTER 7: LOAN TERMS AND CONDITIONS
7.1 INTRODUCTION
7.2 MAXIMUM LOAN AMOUNT
7.3 LOAN TERMS
A.. Repayment Period
B. Interest Rate
C. Terms Unacceptable for a Guarantee
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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

7 CFR Part 3555

supplemental social secunty income and Socual Secumty
henefits received in a hump sum;

vl Any enmed e

ivii) ssistance i excess of any amount determine d
& o HUTYs definsitson o f angual | iscome at 24 CFR

5 609(c),
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7 CFR PART 3555 / HB-1-3555
LEARNING CHECKS
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Rural Development

Question Slide

“To pi c”

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

TRUE/FALSE or other answer options will be displayed

15

Rural Development

P

ANSWER SLIDE
“Topic”

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

X. Correct Response

* Additional guidance for clarification may be provided

16
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LET'S GET

17

Loan terms
A 15 year term is eligible for a USDA guaranteed loan.

A. TRUE B. FALSE

18
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Rural Development

Loan terms
ANSWER: 3555.104(a)(1) and HB 7.3 A
B. FALSE

* The loan term must be 30 years
* Loan terms less than 30 years are unauthorized
* No prepayment penalties apply

19

Rural Development

P

Loan terms

USDA publishes a daily interest rate for guaranteed loans.

A. TRUE B. FALSE

20
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Loan terms
ANSWER: 3555.104(a)(2) and HB 7.3 B
B. FALSE

* Rate is negotiated between lender and applicant
Interest rates may not exceed:

* Fannie Mae 90 day delivery for fixed rate mortgage
* Plus 100 basis points
* Rounded up to the nearest quarter of one percent

21

Loan terms: Interest Rate Resource

https://www.fanniemae.com/singlefamily/historical-daily-required-net-yields

Historical Daily
Required Net
Yields

22
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L]
Loan terms: Interest Rate Resource Example
MANDATORY DELIVERY COMMITMENT —
30-YEAR FIXED RATE A/ A
DATE TIME 10-DAY 30-DAY B0-DAY B0-DAY
OUD12018 0815 873
04046 0215
OS2016 0215 1170
0E2016 0815 14064
04072016 0815
082016 0a:15
0412018 0815 172
O4M22018 0815 1481
0432016 0a:15 3054
Q442018 0215 345
045206 0815 14238
048206 0815 10804
42018 0215 13400
O42072016 0815 5148
042172018 0a:15 240
227216 0a:15 369
4252016 0a:15 3 2604
262016 0815 2551 0329557 3

Loan terms

Maximum Interest Rate Calculation Example
* Interest Rate Locked: April 26th

* 90 day Fannie Mae rate on April 26t: 3.29
e 3.29 + 100 basis points = 4.29

* Round up to nearest % of 1% = 4.50%

An interest rate locked on April 26" can not exceed 4.50%

24
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Rural Development

i s TR

Loan terms

* Form RD 3555-21 states interest rate is floating

* 5% is entered for the interest rate

* The maximum interest rate for the date USDA reviews the
loan is 4.25%

* The loan is ineligible until the lender corrects the interest
rate

A. TRUE B. FALSE

25

Development
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Loan terms
ANSWER: 3555.104(a)(3) and HB 7.3 B
B. FALSE

* |tis the lender’s responsibility to ensure the interest rate is
eligible at the time of lock/loan closing

* Loans closed at unauthorized interest rates will be
ineligible for a loan note guarantee without correction

26
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Rural Development

Loan terms
* Interest rate locked on April 5t
* Fannie Mae 90 day rate: 3.15179%

* What is the maximum interest rate the lender may offer
the applicant

A. 4.25% B. 4.00%

27

Loan terms
ANSWER: 3555.104(a)(3) and HB 7.3 B
A. 4.25%

e 3.15 + 100 basis points =4.15%
* Round up to nearest quarter of one percent =4.25%

28
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Rura velopment

Loan terms

Lenders must charge the maximum allowable interest rate.

A. TRUE B. FALSE

29

Loan terms
ANSWER: 3555.104(a)(3) and HB 7.3 B
B. FALSE

* Lenders negotiate the interest rate with applicants

¢ The maximum rate must not be exceeded at the time of
rate lock

30
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Loan terms

Which loan term(s) is eligible:

Fixed interest rate
Adjustable interest rate
Negative amortization
Balloon mortgage
Prepayment penalties

mooO®>»

31

Loan terms
ANSWER: 3555.104(b),(c),(d) and HB 7.3 C
A. Fixed interest rate

* Adjustable interest rate, negative amortization, balloon
mortgages and prepayment penalties are ineligible loan
terms

32
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Rural Development

GovDelivery Sign up
https://public.govdelivery.com/accounts/USDARD/subscriber/new?qsp=USDARD_25

GovDelivery

Email Updates

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

*Email Address

Submit  Cancel

35

% WE APPRECIATE

Thank you for supporting : YOUR BUSINESS
the USDA Single Family ?

Housing Guaranteed Loan
Program!
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In accordance with Federal civil rights law and U.5. Department of Agriculture (USDA) civil rights
regulations and policies, the USDA, its Agencies, offices, and employees, and institutions participating in
or administering USDA programs are prohibited from discriminating based on race, color, national origin,
rekgion, sex, gender identity (including gender expression), sexual orientation, disablity, age, marital
status, family/parental status, Income derived from a public assistance program, political beliefs, or
reprisal or retafiation for prior civil rights activity, in any program or activity conducted or funded by
usDA (not all bases apply to all programs). Remedies and comp filing deadl vary by prog or

incident.

Persons with disabilties who require alternative means of communication for program information (e.g.,
Braile, large print, audictape, American Sign Language, etc.) should contact the responsible Agency or
UsDA's TARGET Center at (202) 720-2600 (voice 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 Flle a Program Discrimination Complaint and at any USDA office or
write a letter addressed to USDA and provide in the letter all of the information requested in the form.
To request a copy of the complaint form, call (866) 632-9992. Submit your completed form or ketter to
USDA by: (1) mail: .5, 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) emall:
program.intake@usda.gov.

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

EQUAL HOUSING
OPPORTUNITY
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