Upfront Guarantee Fee &
Annual Fee

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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Guaranteed Loan Program Regulation
7 CFR Part 3555

e The regulation is the rule!

e 8 Subparts: A—H

* Appendix 1

7 CFR Part 3555

http://www.rd.usda.gov/publications/regulations-guidelines
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HB-1-3655 5FH Guarantesd Loan Program Technical Handbook
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Servicng Non-Purfonming Loans - Accounts with Repayment Frobiems

7 CFR Part 3555

3555.107 Application for and 1ssuance of the loan guarantee.
(a) Processing of applications.
(b) Automated underwriting.
(¢) Manual underwriting.
(d) Appraisals.
(e) Environmental requirements.
(f)  Issuance of a conditional commitment.
(g) Loan guarantee fee.
(h) Annual fee.
(1)  Proper closing and requesting the loan note guarantee.
(j)  Issuance of the guarantee.
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7 CFR Part 3555: 3555.107(g)

(g) Loan guarantee fee. The lender must pay a nonrefundable up-front guarantee
fee, the cost of which may be passed on to the borrower. The up-front guarantee
fee will not exceed 3.5 percent of the principal obligation. The current
guarantee fee is available at any Rural Development office and may change
periodically. Notice of a change in fee will be published as authorized in
Exhibit K of subpart A of part 1810 of this chapter (RD Instruction 440.1,
available i any Rural Development office) or online at:

http://www.rurdev.usda.gov/rd_instructions html. Once the guarantee has been
1ssued, the fee will not be refunded.

Rural Development

P

7 CFR Part 3555: 3555.107(h)

(h) Annual fee. The Agency may impose an annual fee of the lender not to exceed
0.5 percent of the average annual scheduled unpaid principal balance of the
loan for the life of the loan to allow the Agency to reduce the up-front
guarantee in Sec. 3555.107(g). The annual fee will be applicable to purchase
and refinance loan transactions. The annual fee may be passed on to the
borrower by the lender. The Agency may assess a late charge to the lender if the
annual fee is not paid by the due date. and the late charge may not be passed on
to the borrower. Further administrative guidance is provided in the handbook.
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440. 1 RD In:l:uc:é:;i;ig.}];
Exhibit K

FEES FOR GUARANTEED LOANS

COMMUNITY AND BUSINESS PROGRAMS

Water and Waste Disposal 1%
Community Facilicies 1%
Business and Industry 2%
Drought and Disaster 1k
pDisaster hAssistance for Rural Business Enterprises 1%
Business and Industry Disaster Loans 1%

FARMER PROGRAMS

For Farm Service Rgency fees, see PSR Handbook 2-FLE.

SINGLE FAMILY HOUSING PROGRAMS
New section 502 Guaranteed loan 1.00%

Refinance of existing section 502

Guaranteed loan or Direct loan 1.00%
Annual Fee 0.25%
Annual Fee Late Chacge 4.00%

11

Guaranteed Loan Program Technical Handbook
HB-1-3555
* Provides guidance to support the regulation

* HB s not the rule
e 20 Chapters

12
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HB-1-3555 SFH Guarantead Loan Program Technical Handbook
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HB-1-3555: Chapter 16

164 UP-FRONT LOAN GUARANTEE
A.  Purchase Loans — Up-Front Loan Guarantee Fee
B. Refinance Loans — Up-Front Loan Guarantee Fee
C.  Calculation of Loan Up-Front Guarantee Fee
16.5 ANNUAL FEE
Amount of Annual Fee
Caleulation of Annual Fee
Due Date of Annual Fee
Payment of Annual Fee
Advance Notice, Billing and Reconciliation of Annual Fee
Lender’s Late Charge on Unpaid Annual Fee
Period Covered by Annual Fee
Duration of Annual Fee
Pro rata Payment of Annual Fee
Method of Payment of the Annual Fee
Nonpayment of the Annual Fee 14
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USDA LINC: Online Calculator

gs ._ ::::’n‘l:::-‘:"m of Agriculturs

USDA LINC Training & Resource Library

Guaranteed Annual Fee Billing and Payment

Documentation & Resources

Guaranteed Annual Fee Calculation Methodology (PDF)
Guarantee Fee & Annual Fee Calculator(EXCEL)
Guaranteed Annual Fee Lender User Agreement (PDF)

Guaranteed Annual Fee Implementation Guide (PDF)
Guaranteed Annual Fee Gelting Slarted User Guide (PDF)
Guaranteed Annual Fee User Guide (PDF)

HOe R W e

https://usdalinc.sc.egov.usda.gov/USDALincTrainingResourcelLib.do

Guaranteed Annual Fee Service Bureau User Agreement (FDF)

15

Online Calculator

Rural Development SFH Guaranteed Mortgage Loan Amortization Schedule

Borrower Name:|CU Mrmg ]

Lender Name: NCUA Memnber

Loan Amartization Schedule

_ Enter values Loan summary.
Loan amount: | 15408040 |(indurbrg upfrord Gusrariss fee f frurcac) Scheduled Monthly Payment: |8 757.79
Ansuaal inferest rate: 425 % | Scheduled Number of Payments: 360
Loan Fesiod in Years: 0 Actual Number of Payments: | 360
Number of Payments Per Year: 12 [Mutt b T2 e FD Loara) Upfront Guarantes Fo: | § 154040
Loan Closing Dabe: 201215 e call Total Anssal Few: | §  9,780.33 |
Stast Date of Loan: mlr’l 5 e call] Total interest:  §  118,761.01
Uplrontt Guasantee Fee: 100 % 19t Year Memthly Ancusal Fee: | S s
Anual Fes Rate: | 035 %
Annual Fee | Annual Fee | Scheduled
Ph:‘.- m;’::'“‘ 9'3""“'"5 s:’:::'::' P::;ﬂ ‘ Principal | Interest | Ending Balance c:::l':‘u:- "‘"{;:“" (Based an Avg.| Monthly | Payment v/
Apnual UFB) | Amount | Ansual Fee
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Online Calculator

Lender Name: NCUA Memnber

Annual inferest rabe:

Loan Pesiod in Years:

Number of Faymwents Per Year:
Loan Closing Date:

Stast Diate of Loan:

Uptront Guarantee Fee:

Annual Fee Rabe: |
Fmt |Est Payment|  Beglnning
Na, Date. Balance

Loan amount: | §

A0 |linchucing Ltront Guarantes fee if frarced)
435 %

0
12 [Must b T for FD Loara)

Ending Balance ‘

208 e ol
/120075 ol
1.00 %

035 %
Scheduled Tatal
Priney Interest
Payment | Payment ‘ =

Rural Development SFH Guaranteed Mortgage Loan Amortization Schedule

Borrower Name:|CU mg

Loan summary
TEI.T9

Schedulbed Monithly Payment: | §
Schedubed Number of Payments:
Actual Number of Payments: |

13t Year Monthly Annual Fee: | §

Annual Fee
c:-::u:- Average Annual t n Avg,
Annual UFBE)

Annual Fee
Monthly | Payment v/

Scheduled

Amount | Anmual Fee

Online Calculator

Lender Name: NCUA Memnber

Loan amount:

Annual inferest rabe:

Loan Pesiod in Years:

Number of Faymwents Per Year:
Loan Closing Date:

Stast Diate of Loan:

Uptront Guarantee Fee:

Annual Fee Rabe: |
Fmt |Est Payment|  Beglnning
Na, Date. Balance

Enter valwes

[ & 15408040 |linshutrg uptrors Gusrarase foef fruresch

425 %
3
1."|Mn'lu T for FD Leoara).

Total
Payment

Scheduled

Prini) Interest
Payment ‘ 2

Rural Development SFH Guaranteed Mortgage Loan Amortization Schedule

Borrower Name:|CU Mmg

Loan summary.

Scheduled Monthly Fayment: | § 757.79

Scheduled Number of Payments: 350

Actual Number of Payments: | 360

Upfront Guarantes Fee: | § 540,40
e ol Total Aswnzal Few: | §  9.780.
e cal] Total interest: | § 118,761

13t Year Monthly Anrsal Fee: | § .58

Annual Fee

Ending Balance c::-::'u:- e | e

Annual UFBE)

Go to Annual
hedule

Annual Fee | Scheduled
Monthly | Payment wyf
Amount | Anmual Fee
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Online Calculator

SFH Guaranteed Annual Fee Schedule

Lender Name: [NCUA Member ]

Borrower Name: |CLU Member

Schedule

Loan Term [Maonths]: 360,
Upfront Guarantee Fee:  § _1,540.40
| Total Annwal Fee:  § 9,780.33
Barruwer Annual Fee Annual Fee Schedaled
"I“' O | st Ee | S rercas ARma | s e M s
Pmt. No, Anmual Fee

Payment Date G

E

Fiscal Year
USDA Fiscal Year (FY):
e October 15t through September 30th

e Upfront and annual fee structures may change for each FY

* USDA publishes notification of FY fee structures

20

12/31/2016
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ISDA  urited states

Rura velopment

Fiscal Year and Conditional Commitments

* The date of Conditional Commitment issuance by USDA
reflects the applicable fee structure

* The date of loan closing does not dictate the applicable fee
structure

¢ All loans must close under the authorized terms of the
issued Conditional Commitment

21

Fiscal Year and Conditional Commitments

Example:
* FY 2016 fee structure: Upfront 2.75%, Annual .50%
e FY 2017 fee structure: Upfront 1%, Annual .35%

* Conditional Commitment issued: August 15, 2016
* FY 2016 fee structure applies
e Commitments are valid for a minimum of 90 days

* Loan closes: October 15, 2016 (fee structure does not
change to FY 2017)

22

12/31/2016
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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),

23

7 CFR PART 3555 / HB-1-3555
LEARNING CHECKS

24

12/31/2016
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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

25

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

26

12/31/2016
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Rura velopment

27

Upfront guarantee fee and annual fee

The upfront guarantee fee is non-refundable once a Loan
Note Guarantee (LNG) is issued by USDA.

A. TRUE B. FALSE

28

12/31/2016
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Upfront guarantee fee and annual fee
ANSWER: 3555.107(g) and HB 16.4

A. TRUE

* Once the LNG is issued, the upfront fee cannot be
refunded

» Refinanced guaranteed loans are not eligible for a refund
of any portion of the paid upfront guarantee fee

29

Upfront guarantee fee and annual fee

The upfront guarantee fee and/or annual fee are subject to
change each fiscal year.

A. TRUE B. FALSE

30

12/31/2016
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Upfront guarantee fee and annual fee
ANSWER: 3555.107(g), (h), HB 16.4, and 16.5
A. TRUE

* Fiscal year is October 1 through September 30

* The date of Conditional Commitment issuance (Form RD
3555-18/18E) by USDA determines the applicable fees for
the loan

* USDA announces fees through GovDelivery notices and
published guidance

31

Upfront guarantee fee and annual fee

The annual fee percentage that is applicable may fluctuate
year the loan is in repayment.

A. TRUE B. FALSE

32

12/31/2016
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Upfront guarantee fee and annual fee
ANSWER: 3555.107(h), HB 16.5
B. FALSE

e The Conditional Commitment will state the applicable
annual fee for the life of the loan

e The annual fee is fixed at the time of loan closing

* |f the loan is refinanced into a new USDA guaranteed loan,
the applicable fee structure will apply for that fiscal year

33

Upfront guarantee fee and annual fee

The entire upfront guarantee fee must be financed into the
total loan amount.

A. TRUE B. FALSE

34

12/31/2016
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Upfront guarantee fee and annual fee
ANSWER: 3555.107(g) and HB 16.4C1, 2,and 3
B. FALSE

The upfront guarantee fee may be:
* Financed into the loan amount,
* Partially financed, or

 Paid in full, no portion financed

35

Rural Development

E.f—--_-.--.__. :
Upfront guarantee fee and annual fee

Under 7 CFR Part 3555, the upfront guarantee fee may not
exceed %.

36

12/31/2016
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Rura velopment

Upfront guarantee fee and annual fee
ANSWER: 3555.107(g) and HB 16.4
B. 3.5 percent

e Maximum fee is in the Housing Act of 1949, as amended
* Congress must take legislative action to amend

e The fee structure ensures a subsidy neutral program = no
tax payer dollars

37

Upfront guarantee fee and annual fee

Under 7 CFR Part 3555, the annual fee may not exceed
%.

38

12/31/2016
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Rura velopment

Upfront guarantee fee and annual fee
ANSWER: 3555.107(h) and HB 16.5
A. .50 percent

e Maximum fee is in the Housing Act of 1949, as amended
* Congress must take legislative action to amend

e The fee structure ensures a subsidy neutral program = no
tax payer dollars

39

Upfront guarantee fee and annual fee

USDA may assess a late fee to the lender if the annual fee is
not paid when due.

A. TRUE B. FALSE

40

12/31/2016
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Upfront guarantee fee and annual fee
ANSWER: 3555.107(h) and HB 16.5 F
A. TRUE

* Annual fee bills are typically sent to the lender/servicer
electronically

* Lenders typically pay the annual fee electronically

¢ Lenders must ensure an authorized account is on file with
USDA

41

Upfront guarantee fee and annual fee

The applicable upfront guarantee fee and/or annual fee may
differ for a purchase and refinance transaction.

A. TRUE B. FALSE

42

12/31/2016
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Upfront guarantee fee and annual fee
ANSWER: 3555.107(g), (h), HB 16.4 and 16.5
A. TRUE

» USDA will publish fiscal year notices to announce the

applicable fee structures
 Sign up for GovDelivery notices

43

Rural Development
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Upfront guarantee fee and annual fee

The annual fee will cease to be collected when 80% loan to
value (LTV) is achieved.

A. TRUE B. FALSE

44

12/31/2016
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Upfront guarantee fee and annual fee
ANSWER: 3555.107(h) and HB 16.5 H
B. FALSE

e The annual fee applies for the life of the loan

e At no time will the annual fee cease unless the loan is
refinanced into a difference loan program

45

Upfront guarantee fee and annual fee

» Conditional Commitment issued: August 20t

* Loan closed: October 30t

* USDA changed fiscal year fee structures on October 1°t

* The lender must ensure the new FY fee structure is utilized

A. TRUE B. FALSE

16

12/31/2016
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Upfront guarantee fee and annual fee
ANSWER: 3555.107(g),(h) and HB 16.2
B. FALSE

* Conditional Commitment was issued August 20th
» The applicable fee structure for August 20t applies

* Receipt of Conditional Commitment in one fiscal year but
closing in another fiscal year does not alter the fee
structure

47

48
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Rural Development

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

Email Updates

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

*Email Address

Submit  Cancel

50
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=

WE APPRECIATE

Thank you for supporting YOUR BUSINESS
the USDA Single Family

Housing Guaranteed Loan
Program!

51

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

uspA (not all bases apply to all programs). Remedies and compl filing dead| vary by p
incident.

g or

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 ketter all of the information requested in the farm.
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 52
OPPORTUNITY
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