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Welcome to the Mediation and Appeals training module presented by USDA’s Single 
Family Housing Guaranteed Loan Program.   
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Fair Agreement
There may be times when an applicant disagrees with an adverse decision made by USDA 
Rural Development. In some cases, an applicant may appeal an adverse decision and in 
other cases, the decision may not be appealable. 

This training module will highlight the key requirements of mediation and appeals.
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Mediation and Appeals

7 CFR 3555.4 and HB-1-3555, Chapter 1.7 and Appendix 3

An adverse decision made by Rural Development may be:

1. Reviewed in an informal meeting.

2. Attempted to be resolved through Mediation.

3. Appealed to National Appeals Division (NAD).

Whenever Rural Development makes a decision that will adversely affect a 
participant, the participant has three options:
1. request an informal review of the adverse decision
2. proceed with alternative dispute resolution including mediation
3. a USDA National Appeals Division hearing in accordance with 7 CFR parts 1 and 

11. 

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. 

The denial letter sent by USDA RD will provide the outline of these options 
and the steps to take for any one or all three options.
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Reviews and Appeals

Opportunity to: 

 Review facts about loan file.

 Ask questions regarding decision.

 Present evidence from regulation to 
support alternate decision.

 If applicable, NAD official will review 
and determine outcome.

Mediation and Appeals

7 CFR 3555.4 and HB-1-3555, Chapter 1.7 and Appendix 3

The Review and Appeal process is an opportunity to:
• Review the facts of the loan file, 
• Ask questions regarding the Agency decision, 
• Present evidence from the regulation to support an alternate decision, and 
• If applicable, request a National Appeals Division review where one of their 
representatives will review the information and determine a final decision.

Each participant bears the burden of evidence to support their position. The process 
should ensure that all parties leave with a full understanding of why the decision can or 
cannot be justified by program regulation.
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Agency decisions that adversely affect a participant require written notification of the 
participant’s following options: 
Option 1:  Informal Administrative Review by Agency Decision-Maker. Program 
participants have the right to request that any adverse decision be reviewed by the 
Agency staff member who made the adverse decision.
Option 2:  Mediation as a Form of Alternative Dispute Resolution (ADR). Adverse 
decisions which are appealable to NAD require the participant be given the 
opportunity to seek ADR prior to a hearing with NAD.  There may be a cost for 
Mediation.  If so, RD will pay 50% of the reasonable cost for mediation.  The 
Applicant/Borrower is responsible for paying the other 50%.  In mediation, a 
decision is not rendered as to the correctness of RD’s decision based on its 
regulations.  Rather, Mediation seeks to have the Appellant understand why the 
decision was rendered and/or reach an understanding between the 2 parties. 
Option 3:  Appeal Request to National Appeals Division (NAD). Qualifying adverse 
decisions may be appealed to NAD.  Unlike Mediation, when NAD hears a case, it 
determines whether RD’s adverse decision was appropriate and in accordance 7CFR 
Regulation.  NAD may uphold or overturn RD’s adverse decision.   There is no cost 
for an Appeal Hearing. 



NOTE:  Once an Applicant/Borrower completes a higher option, they forego the ability to 
complete a lower numbered option.  
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Agency determines the loan request is ineligible under 7 CFR 3555.
AGENCY DETERMINATION

APPLICANT NOTIFICATION
Agency informs participants of decision and their rights.
 HB-1-3555 Letter 1 (appealable decisions)
 HB-1-3555 Letter 2 (non-appealable decisions)

OPTIONS

Participant may pursue applicable options.

Mediation and Appeals

7 CFR 3555.4 and HB-1-3555, Chapter 1.7 and Appendix 3

This is an example of the Mediation and Appeals process:
1) USDA determines a loan request is ineligible under 7CFR, 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 is not used very often as there are very few decisions that not 
open for discussion.  

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

6



7

Most decisions by Rural Development 
are appealable.  However, the 
following are not appealable:

 Decisions made by parties not employed by the 
Agency.

 Refusal to request an administrative waiver.

 Decisions made in accordance with statue (such as 
rural area designations).

 Denial of loan commitment due to lack of program 
funds.

Mediation and Appeals

7 CFR 3555.4 and HB-1-3555, Chapter 1.7 and Appendix 3

• Certain decisions made by the Agency are not appealable and participants can 
request an informal administrative review. 

• The participant will be informed through Handbook Letter 2 that they may 
request an informal administrative review for a review of the accuracy of the 
Agency’s determination that the case cannot be appealed. 

• Decisions that cannot be appealed can include:
- Decisions made by parties not employed by the Agency;
- Refusal to request an administrative waiver;
- Decisions made in accordance with statue (such as rural area designations); and
- Denial of loan commitment due to lack of program funds.
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 The Lender will notify Applicant if the 
Lender declines the Applicant’s request. 

 Denial of loan requests or servicing 
actions by the Lender are not subject to 
Rural Development’s review or appeal 
rights. 

Mediation and Appeals

7 CFR 3555.4 and HB-1-3555, Chapter 1.7 and Appendix 3

The Lender will notify Applicants if the Lender declines the Applicant’s 
request. 

Denial of loan requests or servicing actions by the Lender are not subject to 
RD’s review or appeal rights. 
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LEARNING CHECKS
7 CFR Part 3555 / HB-1-3555

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

Training Topic

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

TRUE/FALSE or other answer options will be displayed
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The following question slides will list:

• The topic,

• A question or scenario, and 

• potential responses
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7 CFR Part 3555 and HB-1-3555 references provided

X. Correct Response

• Additional guidance for clarification provided

ANSWER

Training Topic

The answer slides 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!

Ready?

Let’s get started!
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QUESTION

Mediation and Appeals

• The Lender must give their consent for an applicant to appeal an 
adverse decision made by USDA.

A.  TRUE B.  FALSE

Read the question on the slide and select a response.
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ANSWER

Mediation and Appeals

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 National Financial and Accounting 
Operations Center (NFAOC) 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:  Loss claim payments made to an approved lender by the National 
Financial and Accounting Operations Center (NFAOC) may only be appealed by the 
approved USDA Lender.   
The Borrower would not be a party to a loss claim payment. 
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QUESTION

Mediation and Appeals

• USDA approved Lender denies a Guaranteed loan application. 
• No loan application is submitted to USDA for review.
• The applicant may appeal the Lender’s decision.

A.  TRUE B.  FALSE

Read the question on the slide and select a response.
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3555.4 and HB 1.7

B.  FALSE

• Adverse decisions made by the Lender are not appealable.

ANSWER

Mediation and Appeals

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. 
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QUESTION

Mediation and Appeals

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

A.  TRUE B.  FALSE

Read the question on the slide and select a response.
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ANSWER

Mediation and Appeals

3555.4 and 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 appeal is pursued first, participant waives the right to an Informal Administrative Review.

False.
The participant may request to skip an informal review and instead request to move 
forward to mediation of a full appeal. 
If the appeal is pursued first, then the participant waives their right to an Informal 
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 Informal Review first.  These reviews can be face-to-face or by 
telephone.
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QUESTION

Mediation and Appeals

• USDA denies a Guaranteed loan application.
• Reason for denial cited:  HB-1-3555, Chapter 10, paragraph 10.8.           
• Denial reason is incorrect.

A.  TRUE B.  FALSE

Read the question on the slide and select a response.
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3555.4 and HB 1.7 

A.  TRUE

Adverse decisions must be based on and reference 7CFR Part 3555 
(the Regulation, not the Handbook).

ANSWER

Mediation and Appeals

True. 
Adverse decisions must be 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. 
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QUESTION

Mediation and Appeals

• USDA denies a loan request.  
• Denial reason:  Household income exceeds the applicable Adjusted Annual 

Household Income Limit.
• The decision is non-appealable.

A.  TRUE B.  FALSE

Read the question on the slide and select a response.
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3555.4 and HB 1.7 and Appendix 3 (C. Adverse decision that cannot be appealed)

A.  TRUE

• Income limits are statutory and are not appealable.
• However, the calculation of the adjusted Annual Income is eligible for an Informal 

Administrative Review (and if the income had to be calculated, the decision may 
be appealable).

ANSWER

Mediation and Appeals

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 are unable to be appealed. 

However, the discussion regarding the calculation of the adjusted Annual Income is an 
eligible topic for an Informal Administrative Review between the approved Lender, 
Applicant and USDA and may be appealable.  
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QUESTION

Mediation and Appeals

Participants have ___ days to request an Informal Administrative Review. 

A.  15          B.  45

Read the question on the slide and select a response.
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3555.4 and HB 1.7 and Appendix 3 (D. Informal Administrative Review)

A.  15

• Request must be made within 15 days of the date of the USDA letter.
• Reviews may take place face-to-face or by telephone.
• Actual USDA decision maker or representative may attend.

ANSWER

Mediation and Appeals

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 by telephone. 
The actual USDA loan approval official or decision representative may attend to review the 
loan file.  Participants should be prepared to review USDA’s calculations and 
documentation. They should also bring their documentation that supports the regulation. 
The result of the informal review may be a reversal of the 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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QUESTION

Mediation and Appeals

Participants have ___ days to request an Appeal from the National 
Appeals Division.

A.  30          B.  60

Read the question on the slide and select a response.
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3555.4 and HB 1.7 and Appendix 3 (E. Mediation - Appeals)

A.  30

• Written request must be signed by participant(s).
• Sent to NAD with:

o Copy of USDA decision letter and

o Reasons why the decision is believed incorrect

• Appeals may be face-to-face or by telephone.

ANSWER

Mediation and Appeals

Answer:  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 believed 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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LEARNING CHECK
COMPLETED!

Way to Go!

Way to go!  You have completed the learning checks!  
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Lender Toolkit

Rural Development has developed numerous tools and resources to assist lenders 
with originating, processing, and servicing guaranteed loans.
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• This training module has provided you with an overview of the key requirements 
of Mediation and Appeals.

• Complete program requirements and guidance on this topic can be found in 7 
CFR Part 3555, Subpart A, Section 3555.4 and Chapter 1 and Appendix 3 of HB-1-
3555. 

• Be sure to bookmark these references, save yourself valuable time by using Cntrl-
F to quickly search and find answers, and always ensure you are referencing the 
most current publications.

• The “Program Overview Training” module will assist you in learning how to 
navigate through all the resources and tools Rural Development has created to 
assist you.
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Have a question on 
POLICY?

Contact the PAC team!

Need TRAINING?

Contact the LPA team!

Have a question on a 
SPECIFIC FILE?

Contact the OPD!

• Users should first look for answers to their questions in the regulation and 
handbook, but if you still have a question after reviewing your resources, we’re 
here to help.

• All policy and regulation questions regarding the topic we just covered should be 
sent to our Policy, Analysis, and Communications Branch and

• If you would like to request additional program training, contact our Lender and 
Partner Activities Branch. 
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The Single Family Housing Guaranteed Lender webpage was specifically designed 
for our lending partners and includes information such as:
• Current turn times on new loan applications
• Contact information, and
• Links to program resources such as our 3555 Handbook and the USDA LINC

website. 
• Also, don’t forget to sign up for our GovDelivery email notifications. Rural 

Development sends out origination, GUS, and servicing messages to alert lenders 
of new publications, clarifications, and additional program updates. 



Thank you for supporting the USDA Single Family Housing Guaranteed Loan 
Program and America’s rural homebuyers!  
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www.rd.usda.gov
1 (800) 800-670-6553
USDA is an equal opportunity provider, employer, and lender.

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