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Welcome to Mediation and Appeals, 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

Subpart A: General

« .1: Applicability

Purpose

Civil Rights

Mediation and appeais
Environmental Requirements
State and local law
Exception authority

Conflict of interest

: Enforcement

» .10: Definitions and abbreviations
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Mediation and appeals is located in Subpart A, Section 3555.4.



7 CFR Part 3555

Subpart A - Generai

3555.1 Applicability.
3555.2 Purpose.
(a) General.
(b) Demonstration programs.
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35554 Mediation and Appeals

The regulation Table of Contents provides a quick view of the individual topics included
under this Section.
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Whenever Rural Development makes a decision that will adversely affect a
participant, the participant may proceed with alternative dispute resolution including
mediation and a USDA National Appeals Division hearing in accordance with 7 CFR
parts 1 and 11. The participant also may request an informal review of the adverse
decision made by Rural Development. Except when the adverse decision applies to a loss
claim, the applicant or borrower and the lender may participate in the appeal process.
Adverse decisions made by the lender cannot be appealed unless concurrence by Rural
Development was required by this subpart and obtained by the lender.

3555.4 states that when USDA makes a decision that will adversely affect a participant, the
participant may proceed with an informal review of the adverse decision, mediation or a
USDA National Appeals Division hearing.

In the event of an adverse decision regarding a loss claim, the only eligible participant to
pursue the appeal process is the approved lender/servicer.



7 CFR Part 3555
3555.10: Definitions

Participant. For the purpose of appeals, a participant is any individual or entity that has
applied for, or whose right to participate in or receive a payment, loan guarantee, or other
benefit, 1s affected by an Agency decision in accordance with 7 CFR 11.1.

3555.10 defines the participant for the purpose of appeals as any individual or entity that
has applied for, or whose right to participate in or receive a payment, loan guarantee, or
other benefit, is affected by an Agency decision. Therefore, a participant would certainly
include an applicant.
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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.
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Chapter 2 - Record Retenticn
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Chapler 4 - Lender Responsibites
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Chaplor 18 - Closing Lhe Loan and Requesting the Guarantes
Chaplor 37 - Regular Senvicing- Performing Loans
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ate Oaned Property

5 Claims - Collecting on the Guarantee

Appendix 1 - 7 CFR parl 3585
Appendix 2 - Forms and inst
Appendix 3 - Revdew and Appeals

Appendix 4 - Agency and Employee Addreues
Appendix § - ncome Lirits

Appendix 6 « inleres] Assstance

ch

Appendix 7 - Cans ACCEss Instructions
Appendix 8 - CD Docurmentation
Appondix g - Penalles

Appendix 10 » Unnusmbered Leter and Stale Supplemints

The handbook may be accessed from the Regulations and Guidelines website. Mediation

and appeals guidance is located in Chapter 1

and Appendix 3.
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HB-1-3555

SECTION 3: GENERAL PROGRAM REQUIREMENTS
.

1 IL RIGHTS

o

'
A.  Major Civil Rights Laws Affecting the SFHGLP
B. Nondiscrimination
{ o7 Reasonable Accommodations for Persons with Disabilities
1.7 REVIEW AND APPEALS
1.8 STATE AND LOCAL LAWS
1.9 EXCEPTION AUTHORITY
A, Who Can File a Request
B. What Must be Included in the Request
C.  Where Requests are Submitted
1.10 CONFLICT OF INTEREST
A, Prohibited Relationship
B. Discrimination Requests
1.11 UNAUTHORIZED ASSISTANCE
1.12  RURAL DEVELOPMENT ADMINISTRATIVE RESPONSIBILITIES

This screen shot displays the Table of Contents of Chapter 1. This helps the user to locate
specific topics more quickly.



HB-1-3555

APPENDIX I:
APPENDIX 2:
APPENDIX 3:
APPENDIX 4:
APPENDIX 5:
APPENDIX 6:
APPENDIX 7:
APPENDIX 8:
APPENDIX 9:
APPENDIX 10:

7 CFR 3555 IMPLEMENTED 12/01/14

FORMS AND INSTRUCTIONS

REVIEW AND APPEALS

AGENCY AND EMPLOYEE ADDRESSES

INCOME LIMITS

INTEREST ASSISTANCE

CAIVRS ACCESS INSTRUCTIONS

EDI DOCUMENTATION

PENALTIES

UN-NUMBERED LETTERS AND STATE SUPPLEMENTS

Appendix 3 also provides guidance for the review and appeals process.
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Mediation and appeals

1. Agency determinesthe loan request is ineligible under 7
CFR Part 3555

2. Agency informs participants of decision and their rights
* HB-1-3555 Letter 1, appeaiabie decisions
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This is an example of the mediation and appeals process:

1. USDA determines a loan request is ineligible under 7 CFR Part 3555.

2. USDA informs the applicant(s) and the approved lender of the decision and their rights.
One of two applicable handbook letters may be used. Letter 1 is most common, which
is for appealable decisions. Letter 2 is for non-appealable decisions and it not used very
often as there are very few decisions that are not open for discussion. One example of
a non-appealable decision is when the property is located in an ineligible rural area.

3. The participant may pursue the applicable options if they choose to appeal the Agency

decision.

15
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Mediation and appeals

Review and Appeal Options:

* Informal Administrative Review by Agency Decision-
Maker

* Mediation as a Form of Alternative Dispute Resolution
(ADR)

* Appeai Request to Nationai Appeais Division (NAD)

Letter will detail required steps to request review/appeal!

The review and appeal options that will be offered include:

1. Aninformal administrative review by the USDA decision maker with the participants.

2. Mediation as a form of Alternative Dispute Resolution, or

3. Formal appeal request to the National Appeals Division (NAD). NAD is not affiliated
with USDA Rural Development. The hearing official will review the decision, regulation,
supporting documentation and testimony of each participant and then determine the
correct course of action under the 7 CFR Part 3555.

The handbook letter issued by USDA will detail the required steps the participant must
follow in order to request the review or appeal.

16
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Mediation and appeals

Reviews and Appeals:
* Opportunity to review the facts of the loan file
» Ask questions regarding decisions

* Present evidence from the regulation to support an
alternate decision

 If applicable, NAD representative will review and
determine outcome

The Review and Appeal process should be utilized when necessary. It is an opportunity to

discuss the loan file, the regulation, and ensure that all parties leave with a full

understanding of why the decision can or cannot be justified.

* Itis an opportunity to review the facts of the loan file,

* Ask questions regarding the Agency decision,

* Present evidence form the regulation to support an alternate decision, and

» If applicable, request a NAD representative to review the information and determine a
final decision.

Each participant bears the burden of evidence to support their position.
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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
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.
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7 CFR PART 3555 / HB-1-3555

LEARNING CHECKS

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

19



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.

20
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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.

21
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Let’s get started!

22



Mediation and appeals

appeal an adverse decision made by USDA.

B. FALSE

A. TRUE

Read the question on the slide and select a response.

23



Mediation and appeals

ANSWER: 3555.4,HB 1.7, and
Appendix 3 A. Review and Appeal Options

B. False

* The lender, applicant or both may appeal adverse decisions
as applicable
* Exception: Adverse loss claim decisions made by the

Customer Service Center (CSC) may only be appealed by
the approved USDA lender

False

Any participant that is adversely affected by the USDA decision may decide to appeal the
decision. A participant is defined as the lender, applicant, or both.

There is an exception to this statement. Loss claim payments made to an approved lender
by the Customer Service Center (CSC) may only be appealed by the approved USDA lender.
The borrower would not be a party to a loss claim payment.



Mediation and appeals

» USDA approved lender denies a guaranteed loan

application
* No loan applicationis submitted to USDA for review

L
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FALSE

Read the question on the slide and select a response.
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Mediation and appeals
ANSWER: 3555.4,HB 1.7

B. False

» Adverse decisions made by the lender are not appealable

False
If the approved lender does not approve a USDA guaranteed loan application the applicant

has no appeal rights against USDA.

USDA did not render the adverse decision and did not even receive or review an
application.

26



Mediation and appeals

A participant must attend a face-to-face Informal
Administrative Review with the adverse decision official prior
to requesting an Appeal.

A. TRUE B. FALSE

Read the question on the slide and select a response.

27
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Mediation and appeals
ANSWER: 3555.4,HB 1.7 and Appendix 3
D. Informal Administrative Review

B. False

* Participant may skip an informal review and request
mediation or an appeal

* If appealis pursued first, participant waives rights to an
informal administrative review

False

The participant may request to skip an informal review and instead request to move
forward to mediation or a full appeal.

If the appeal is pursued first, then the participant waives their rights to an information
administrative review.

Many issues can be discussed and resolved at the informal review, which is available more
quickly to better serve the applicant, lender, and Agency. It is recommended to attempt to
resolve the issue with an information review first.
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Mediation and appeals

» USDA denies a guaranteed loan application
* Reason for denial cited: HB-1-3555, Chapter 10, 10.8
* Denial reason is incorrect

Read the question on the slide and select a response.

29
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Mediation and appeals
ANSWER: 3555.4,HB 1.7

A. TRUE

* Adverse decisions must be based on CFR Part 3555

True
Adverse decisions must supported with citations from 7 CFR Part 3555.

The technical handbook may be utilized to support the regulation, but it should not
contradict the regulation. The regulation will always prevail.

30



Mediation and appeals

* USDA denies a loan request

* Denial reason: Household income exceeds application
adjusted annual household limit

8 Thic AariciAarm e 1A o= Mo |y Iy
T s delision is nuli-appedidiic

A. TRUE B. FALSE

L

Read the question on the slide and select a response.
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Mediation and appeals

ANSWER: 3555.4, HB 1.7 and Appendix 3

C. Adverse Decision that cannot be appeaied
B. TRUE

* Income limits are statutory and are not appealable

* However, the calculation of the adjusted annual income is
eligible for an informal administrative review

True

The adjusted income limits that determine program eligibility are statutory, meaning they
are governed by the Housing Act of 1949 as amended. Decisions made to support the
statute or unable to be appealed.

However, the discussion regarding the calculation of the adjusted annual income is an
eligible topic for an information administrative review between the approved lender,
applicant, and USDA personnel.

32



Mediation and appeals

administrative review.

B. 45

A. 15

Read the question on the slide and select a response.

33
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ANSWER: 3555.4,HB 1.7 and Appendix 3
D. Informal Administrative Review
A. 15

* Request must be made within 15 days of the date of the
UJoUA IELLer

* Reviews may take place face to face or telephone

* Actual USDA decision maker or representative may attend

Response A: 15 days

The request for an informal administrative review must be made by the participant within
15 days of the date of the USDA issued letter.

Reviews may be conducted face to face or over the phone.

The actual USDA loan approval official/decision representative may attend to review the
loan file. Participants should be prepared to review USDA’s calculations and
documentation as well as bring support that they believe is supported with the regulation.
The result of the informal review may be a reversed adverse decision by USDA with a
Conditional Commitment to be issued to the approved lender, or the adverse decision may
be determined to be accurate.
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Participants have days to reque
the National Appeals Division (NAD).

A. 30 B. 60

Read the question on the slide and select a response.

35
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Mediation and appeals
ANSWER: 3555.4, HB 1.7 and Appendix 3

A. 30

* Written request must be signed by participant(s)

* Sent to NAD with 1. copy of USDA decision and 2. reasons
why the decision is believed incorrect

* Appeals may be face to face or by telephone

Response A: 30 days

The written request for the appeal must be submitted to NAD with the signature of all
participants.

NAD should receive a copy of the USDA denial decision and a statement of reasons as to
why the decision is believe to be incorrect. Please include regulatory citations to support
your determinations.

Appeals with NAD may also be conducted face to face or by telephone.

The NAD official is not an employee of USDA. Their final ruling may determine USDA did
not act within the regulations and the loan file may be resubmitted for review, or the NAD
official may agree that USDA did accurately deny the loan application.
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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

Publications Regulations & Guidelines

Overview All Federal regulatons con be found at Regulabons gov nd custonmers can search. s and submd
comments. on Federal documents that are open for comment and published i the Federal Regster

Fact Sheets.

A5 3 service 10 our cuslomens. we post fural Developmant s instructions. Adminisirative Nobces. and forms.

The bnstructions are avislable n theese Rle formals: Adobee Acrobot (POF). Merosolt Word 8.0 doc) and Test
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Despuite Appeals ¥ you ane awing proflenms with this page. need a hard cogy of any of the documents tus 1o accessitality
ss126 ¢ would lie o b acided bo the Regulibons Updste datribubion st Livalabis for Rural Development
Publications for mployess. only with 4 vilid Rursl Developrent ¢-mall addniss], ploase e-mal commentsSwde usda ooy

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

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.



E APPRECIATE

Thank you for supporting o 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 4

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