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Welcome to Loan Terms, presented by USDA’s Single Family Housing Guaranteed
Loan Program!



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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are accurate at tne time of publication.

* Always reference the most recent USDA publications
available online.

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.



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

3555.104

Loan terms.
(a) Interest rate.

(h) Renavment neriod

\v) AW RILE T AAAWERY LR AT

(c) Repayment schedule.
(d) Negative amortization.

The regulation Table of Contents provides a quick view of the individual topics
included under this Section. Loan terms is located in Subpart Cin 3555.104.
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7 CFR Part 3555: 3555.104

(a) Interest rate. The loan must be written at an interest rate that:
(1) 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 vear fixed rate
conventional loans. as authorized in Exlubit B of subpart A of part
1810 of this Chapter (RD Instruction 4401 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 submut appropriate updated
documentation and underwriting analysis to confirm that the applicant
1s still eligible.

Section 3555.104 includes specific guidance regarding the note interest rate including that
rates must be fixed and they are negotiated between the lender and the borrower. There is
a maximum interest rate that is eligible to be locked based on the Fannie Mae 30 year fixed
rate as outlined in RD Instruction 440.1. Additional guidance to determine the maximum
allowable interest rate will be explained in this training. If USDA issues a conditional
commitment to the approved lender and the interest rate increases from the rate
authorized prior to loan closing, the lender must notify USDA and receive an updated
commitment.



(b) Repavment neriod. The term of the lo
rate mortgages, balloon term mortgag
penalties are ineligible terms.

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

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

The repayment period of a guaranteed loan may not exceed 30 years. No adjustable rate,
balloon, or prepayment penalties are allowed. All payments will be due and payable
monthly. A guaranteed loan may also not provide for negative amortization.



USDA g o
- T
Rural De\m!opmant

Ei*"“..;'»: oy ,

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.



2 - Aimcord Retention
HB-1-3555 = S

4 - Lancker Responsibilibes
Chapter § - Origmabion and Undersriding Overview
Loan Purposes

l_J__S DA Uniied Biotos Dapariment of Agroutturs Loon Terms and Conditions.

= Applicant Characteristics
P L Nicoinis Al
Chapter

Property and Appraisal Regurements
Special Propery Types

Fusnging Prios
Chapter 15 - Submitling the Application Package

Chapter 18 - Closing the Loan and Requesting the Guaranies

Handbooks

Hll-1-3880 Dt Segle ¥

2y veaareg Lo and Grars - Festd Office Harcex

Chapter 17 - Regular Senacing-Perfommng Loans

Faci St a5 S Famiy iy L St - St s
Chapter 38 - Servicing Non-Performeng Loans - Accouns with Repayment Problerms
MB35, 577 Car et Lxan Priage em Tonchencal Moo .
Roguistons & Cudelnes.
W 13980 MFH Loxin Dngenation Handoook Chapter 19 - Cuslodial and Real Estale Crwned Property
HB-2-3560 1741 Assat Maragement Handiook Chapter 20 - Loss Claims - Collectng on the Guarantes
SO PR HB.3-3860 1475 v ek
earistig! M358 Caiorart o Housing Program Criginaion and Sarvicing
At b indcrmation St Sspport Mandbock
Fural Cooperatives
Magazre i R —

Appendix 4 - Agency and Employes Addresses
Appendix § « noomse Limils

Appendix § - inlerest Assislance

Appendix 7 - Caivrs Access instructions
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The handbook may be accessed from the Regulations and Guidelines website. Loan Terms
is located in Chapter 7.
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CHAPTER 7:
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LOAN TERMS AND CONDITIONS
INTRODUCTION

MAXIMUM LOAN AMOUNT
LOAN TERMS

A..  Repayment Period
B. Interest Rate

£ Terms Unacceptable for a Gnarantee

This screen shot displays the Table of Contents of Chapter 7. This helps the user to

locate specific topics more quickly.
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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

»_.....I

7 CFR Part 3355

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

(v} Any eamed income tax credit

(] assastance in excess of any amount determined
2 o HUIYs definition of anmual income at 24 CFR

.60%c)

A few helpful tips:

1.
2.
3.

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

USDA is NOT the underwriter of the loan.

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

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.

13
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7 CFR PART 3555 / HB-1-3555

LEARNING CHECKS

The best way to learn information is to test your knowledge!

14



Question Slide

* 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.

15
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ANSWER SLIDE
“Topic”

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

X. Correct Response

» Additional guidance for clarification 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.
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Let’s get started!
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Loan terms

A. TRUE B. FALSE

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

Read the question on the slide and select a response.
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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

False.
The loan term must be 30 years. The regulation does not authorize shorter terms.
Prepayment penalties are not allowed on guaranteed loans.
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Loan terms

A. TRUE B. FALSE

USDA publishes a daily interest rate for guaranteed loans.

Read the question on the slide and select a response.

20



Rural Development

E‘i"-‘:..‘.‘ ! AT

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

* Rateis 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

False.

The interest rate is negotiated between the lender and the applicant.

Interest rates may not exceed the Fannie Mae 90 day delivery for fixed rate mortgage, plus
100 basis points, then rounded up to the nearest quarter of one percent.
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Loan terms: Interest Rate Resource

https://www.fanniemae.com/singlefamily/historical-daily-required-net-yields
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You can locate Fannie Mae interest rates (present and historical) online at the link provided
on the slide. Under the “30 year Fixed Rate Mortgages Actual/Actual remittance”, select
the appropriate month that is applicable to the interest rate you wish to calculate. Typically
this will be the “Current Month.” “Previous 12 Months” is available to assist in reviewing
interest rates from previous month loans or for loan review purposes.
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urce Example

BO-DAY 80-DAY

When the “Current Month” option is selected the interest rates will be displayed for each

date. In this example the date of April 26t is highlighted. The 90 day rate on this date is
3.29.
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Loan terms
Maximum Interest Rate Calculation Example
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* 90 day Fannie Maerateo
20

* Round up to nearest % of

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

To calculate the maximum interest rate, let’s review this example:

If an interest rate is locked on April 26t

The Fannie Mae 90 day delivery for a 30 year fixed rate actual/actual mortgage on April 26t
is 3.29.

3.29 plus 100 basis points equals 4.29.

When you round this up to the nearest quarter of one percent it yields 4.50%.

Therefore an interest rate locked on April 26™ in this example cannot exceed 4.50%.
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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
loanis 4.25%

* Theloanisineligible until the lender corrects the interest
rate

A. TRUE B. FALSE

Read the question on the slide and select a response.
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Loan terms
ANSWER: 3555.104(a)(3)and HB 7.3 B
B. FALSE

* ltisthelender’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

False.

USDA can issue the conditional commitment (Form RD 3555-18/18E) with this rate listed,
however the lender must abide within all conditions of the commitment. One of these
conditions is that the interest rate is eligible on the date it is locked.

Loans that are closed at ineligible interest rates must be corrected (release and
resubmission in GUS or loan modification) before a loan note guarantee may be issued.
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Loan terms

* Interest rate locked on April 5t

* Fannie Mae 90 day rate: 3.15179%

* Whatis the maximum interest rate the lender may offer
the applicant

A. 4.25% B. 4.00%

Read the question on the slide and select a response.
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Loan terms
ANSWER: 3555.104(a)(3)and HB 7.3 B
A. 4.25%

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

Response A.

3.15% plus 100 basis points equals 4.15%.
4.15% rounded up to the nearest one quarter of one percent equals 4.25%.
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Loan terms

A. TRUE B. FALSE

Lenders must charge the maximum allowable interest rate.

Read the question on the slide and select a response.
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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

False.
While a maximum interest rate applies, this does not mean that it must be the selected

interest rate.
Lenders negotiate the interest rate with their applicant(s).
The maximum allowable interest rate cannot be exceeded on the date the rate is locked.
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Loan terms

Which loan term(s) is eligible:

Fixed interest rate
Adjustabie interest rate
Negative amortization

Rallann martoaon
canCln MOrigage

Prepayment penalties

moo®»

Read the question on the slide and select a response.
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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

Response A.
Out of all the options presented only the fixed interest rate is an eligible term.

Adjustable rate mortgages, loans that allow for negative amortization, balloon mortgages,

and prepayment penalties are ineligible under the guaranteed loan program.

32
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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
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Regulations & Guidelines
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Don’t forget the Regulations and Guidelines website is a tremendous trove of USDA

guideline knowledge.
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GovDelivery Sign up
https://public.govdelivery.com/accounts/USDARD/subscriber/new?qsp=USDARD 25

Emaii 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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Thank you for supporting YOUR BUSINESS
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!
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In accordance with Federal civil rights law and U.S. Department of Agriculture (USDA) civil rights
regulations and policies, the USDA, s Agencies, offices, and employees, and institutions participating in
or administering USDA programs are prohibted from discriminating based on race, color, national origin,
religion, sex, gender identity (including gender expression), sexual orientation, disabiity, 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). R dies and compk fiina deadli vary by prog or

incident.

Persons with disabilties who require alternative means of communication for program information (e.g.,
Braille, large print, audiotape, 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 Englich,

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 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 letter to
USDA by: (1) mail: U.S. Department of Agriculture, Office of the Assistant Secretary for Civil Rights,
1400 independence Avenue, 5W, Washington, D.C. 20250-9410; (2) fax: (202) 6%0-7442; or (3] email:
program.intake@usda.gov.

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

GPPORTUNITY

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