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Welcome to Part 1 of the USDA New Lender Training course for the Single Family Housing Guaranteed Loan Program.
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I’d like to start our presentation today by extending a heartfelt thank you to each of you.
Your dedication to offering affordable loan options for rural homebuyers and your personalized support truly make a difference.  
Together, we can help individuals and families as they begin their journey to homeownership.



PART 1

Program Highlights

Loan Purposes and Terms

Applicant Characteristics
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The new lender training course consists of 5 parts.
In part 1, we will discuss the key highlights of the Single Family Housing Guaranteed Loan Program; Loan Purposes and Terms; and Applicant Characteristics.
Once you’ve completed viewing all 5 parts of the new lender training course, you will be ready to complete the required knowledge quiz through the link provided by USDA to your organization’s point of contact. 
You must receive a passing score to consider this training complete. You may take the quiz as many times as needed.
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Program Highlights
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There are many reasons that the USDA SFHGLP is the #1 choice for many lenders and homebuyers. Let’s take a look at the key benefits.


USDA Rural Development Mission

USDA RD is committed to helping
improve the economy and quality of
life in rural America.

Together, America Prospers!
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If you're just starting to explore USDA loans, the upcoming slides will provide you with some insight into our organization and how our programs play a vital role in supporting and enhancing our rural communities.
The goal of the SFH Guaranteed Loan program is to:
Support low to moderate income homebuyers in rural areas
Help homebuyers secure suitable, modest, safe, and sanitary housing
Ensure the availability of reliable loans that might not be offered otherwise.


Guaranteed

Very low to low-income limits (80%
of median family income)

Moderate-income limits (115% of

: L INCOME
median family income)

Must be in an eligible rural area; site Must be in an eligible rural area; site
S ﬂ PROPERTY . o
must be typical for the area and home size restrictions

Typically 33-year term;
30-year fixed rate yPIcally , Y _
Payment assistance available
Complete an online assessment and
apply directly to RD

Apply through a participating
SFHGLP lender



Presenter Notes
Presentation Notes
Our training today is highlighting USDA Rural Development’s, Single Family Housing Guaranteed Loan Program.
However, we want to take a few moments to go over another single family housing loan option available to rural homebuyers and that is USDA Rural Development’s Direct Home Loan Program. 
There may be instances where you cannot assist low-income applicants due to their income levels not supporting adequate housing within their repayment capacity.
In those situations, please encourage the applicants to reach out to their local USDA Rural Development office for details on how to apply for a Direct home loan.
The key differences between the programs are the household income requirement, how applicants apply, and who funds the loan. 
Guaranteed applicants must have an adjusted annual household income that does not exceed moderate income limits and Direct applicants must not exceed low income limits. 
Guaranteed applicants will apply through a participating lender and an approved lender will fund and service the loan. With the Direct Program, applicants apply directly with USDA Rural Development and Rural Development funds and services the loan. 
A few additional differences highlighted on this slide include property and interest rate requirements.
As you can see, both are great options for rural homebuyers.



Homebuyer Benefits

No down payment.

100% financing based on appraised value.

No specific minimum credit score requirement.
Alternative credit option.

Not limited to first time homebuyers.

No maximum purchase price limits.
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Our nation’s rural areas often face unique challenges when it comes to accessing affordable housing and home loans. 
Limited housing options, lower income levels, and fewer lending opportunities can make it difficult for individuals and families to become homeowners. 
USDA’s guaranteed program is specifically tailored to address these needs. 
We work closely with our lenders to understand the specific requirements for the rural areas we serve. 
With no down payment required, flexible credit requirements, and no maximum purchase price limits; homebuyers have access to affordable financing. 
This empowers individuals and families to achieve their dream of homeownership. 


Lender Benefits

Reduced risk with up to a 90% guarantee and
premium pricing on the secondary market.

Credit towards Community Reinvestment Act
(CRA) performance.

Streamlined documentation requirements with the
use of the Guaranteed Underwriting System (GUS).

Online training modules and resources that are
easy to navigate.

Customer service...we’re always striving to be better
for you!
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As a lender, you have the power to shape the lives of individuals and families by providing them with the opportunity to secure a home loan. 
By partnering with USDA, you can expand your reach and make a positive impact in the communities you serve because with our guaranteed loan, you are getting up to a 90% guarantee, and mainly due to their low prepayment rates, USDA loans receive premium pricing on the secondary market, and another great benefit is that USDA loans count towards CRA credit. 
Our guaranteed loan program team consists of highly skilled staff including loan reviewers and training specialists. 
They bring a wealth of knowledge and experience to the table and provide the support you need. 
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Loan Purposes and Terms
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Next we’re going to take a look at the loan fees and eligible loan purposes.


Low Loan Fees

Upfront Guarantee Fee. Current Fee is 1% of Loan Amount. )

May finance with loan funds, personal funds, or seller commissions.
Subject to change to maintain subsidy neutral program, but not to exceed

LOW FEES!

3.5%. y
® N
Annual Fee. Current Fee is .35%.
Calculated based on average scheduled unpaid principal balance.
Technology Fee. Current Fee is $25.
This fee may be passed to borrower and can be included in loan amount.
J

Program is not subsidized and is budget neutral; fully funded year round by program fees.
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USDA’s loan fees allow us to operate as a budget neutral program and also allow us an opportunity to modernize our technology systems making the loan process as streamlined and efficient as possible for lenders, all without utilizing tax payer dollars.
There is an upfront guarantee fee of 1%, which can be included in the loan amount
An Annual Fee of .35% which is based on the scheduled unpaid principal balance.  
And lastly, a Technology fee of $25 which applies to all loans that are submitted through USDA’s automated underwriting system, GUS.



Maximum Loan Amount

(
Applicant may finance
reasonable and customary
expenses

.

(

\.

Determined by applicant’s income
and repayment ability

\
J
\
J

(

Determined by the appraised
value of the property

Market Value / .99 =
Max Loan Amount

/[ )
— Loan to value can exceed 100% of
le:I the appraised value when the
— o
upfront guarantee fee is financed
. J
7 N
The maximum loan amount is
E calculated by dividing the
appraised value by .99
. J
[/ )
S This results in a loan amount
Q/ which includes the upfront 1%
¢ guarantee fee
L J
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When it comes to calculating the maximum loan amount, an applicant is permitted to finance reasonable and customary expenses associated with purchasing a home if the total amount financed does not exceed the applicant’s documented repayment ability and the appraised value of the property.
It is permissible for the loan to value to exceed 100% of the appraised value if the excess amount represents the financed upfront guarantee fee.
The maximum loan amount is calculated by dividing the appraised value by .99.  
This results in a loan amount which includes the upfront 1% guarantee fee. 



Interest Rate

NO Rate Cap!

Maximum interest rate cap was eliminated effective A

October 1, 2019!

Lender and the borrower are free to negotiate any mutually acceptable

fixed interest rate. y
~

Fixed rates only!
Not allowed: ARM, balloon mortgage, negative amortization, prepayment
penalties.

J

Term must be 30 years!
Terms less than 30 years are not allowed.

\
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USDA does not have a cap on interest rates that lenders can charge, but there are a few things the program does not allow:

Adjustable-rate mortgages
Balloon mortgages
Negative amortization
Loan terms less or more than 30 years and
Prepayment penalties



Loan Purposes

Reasonable and
Customary
Expenses

Acquire a Site and
Dwelling

Loan funds may
be used to
purchase existing
or build new.

These closing
costs may be paid
for with loan

_ funds. Seller
Income producing contributions are

buildings and/or limited to 6% of

p:?)a?b?tfd sales prices.

Repairs and Rehab

May be financed
when combined

with purchase of
home. Escrows

allowed for repairs
that don’t affect
the livability of
the home.

Refinance

May include “take
out” construction
financing or
refinance of an
existing Rural
Development
Direct or
Guaranteed loan.
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A USDA loan can be used to purchase an existing home or to construct a new home. Income producing buildings and land are prohibited.
There are no limits on the amounts of gift funds but contributions from sellers and interested parties are limited to six percent.
Rehabilitation and repairs can be part of a purchase but there is no product to renovate a home the applicant already owns. 
While we allow refinances of USDA’s existing Rural Development mortgages, there are no allowable circumstances for cash out refinances. And, of course, funding can be used for closing costs and customary purchase expenses. 


R E FI NAN CE O ptiOnS Only loans financed or guaranteed by USDA are eligible.

Existing loan must have closed 180 days prior to the request
HB-1-3555, Chapter 6, Attachment 6-A T

Fixed interest rate and 30-year term.

Borrower must meet applicable adjusted annual household
income.

Streamlined-Assist, Streamlined, and Non-Streamlined

https://www.rd.usda.gov/sites/default/files/rd-sfh-refinancematrix.pdf

No cash out from collateral equity. Only reimbursement of
borrower prepaid eligible closing costs and/or refund from
escrow overage.

Borrowers must occupy the property.

Properties located in areas now deemed ineligible remain
eligible for refinance.

Existing leveraged loans or subordinate liens must be paid in

full or be subordinated.
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Let's discuss refinance options in more detail. 
As noted earlier, only loans that are currently financed or guaranteed by USDA qualify. 
For all three refinance types—streamlined-assist, streamlined, and non-streamlined—there are some key requirements: 
The existing loan must have been closed at least 180 days before requesting a Conditional Commitment and must have had no defaults within that 180 day period, it must have a fixed interest rate with a 30-year term, and the household must meet annual income limits. 
Cash out from collateral equity is not allowed; borrowers can only get back eligible prepaid closing costs and any escrow overages. 
Additionally, borrowers must live in the property, and properties in areas now considered ineligible can still be refinanced. 
Finally, any existing leveraged loans or subordinate liens must be fully paid off or subordinated. 

https://www.rd.usda.gov/sites/default/files/rd-sfh-refinancematrix.pdf

REFINANCE Options

HB-1-3555, Chapter 6, Attachment 6-A

Streamlined-Assist is the most favored
and effective choice!

Appraisal: Streamlined-assist does not require a new
appraisal unless the borrower has a USDA Direct loan with
recapture subsidy due.

Removing Borrowers: Streamlined-assist only allows
deceased borrowers to be removed. If a living borrower is
looking to be removed from the loan, the remaining
borrower must choose between the streamlined or non-
streamlined options.

Credit Review: Streamlined-assist only requires verification
there have been no delinquencies greater than 30 days
within 180 days prior to loan application. Streamlined and
non-streamlined will also require a full credit review per
Chapter 10 guidelines.

Loan Amount: All options allow refinancing of the principal
and interest balance, eligible closing costs, and up front
guarantee fee. If the borrower is looking to include subsidy
recapture, the non-streamlined option would be required.

Loan Submission: All refinance loans are entered into GUS;
however, a streamlined-assist is ineligible for a ‘final’
submission; follow the “Manual File Submission Job Aid” for
step by step guidance.
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The streamlined-assist option is the most favored and effective refinancing choice. This is because it does not require a new appraisal unless the borrower has a USDA Direct loan with recapture subsidy due.
One limitation with the streamlined-assist is that only deceased borrowers can be removed. If a living borrower is looking to be removed from the loan, the remaining borrower must choose between the streamlined or non-streamlined options.
When reviewing credit history; streamlined-assist only requires verification there have been no delinquencies greater than 30 days within 180 days prior to loan application. Streamlined and non-streamlined will also require a full credit review per Chapter 10 guidelines.
All options allow refinancing of the principal and interest balance, eligible closing costs, and up front guarantee fee. If the borrower is looking to include subsidy recapture, the non-streamlined option would be required.
All refinance options will be entered into GUS and have supporting documentation uploaded to the application, however due to the limited loan information available for a streamlined-assist loan, you will not be able to process a final submission in GUS for these loans. You must follow the guidance in the “Manual File Submission Process” guide for streamlined-assist refinance loans.
We will discuss submitting manual files according to the “Manual File Submission Job Aid” later in the presentation.


Loss Claim Coverage

Maximum payment a servicer Loss Claim Payment Example

may collect from the Agency is
the lesser of:

OPA = 5100,000

* 90% of the original principal
t ad d to th
amount advanced to the 90% = $90,000

borrower; or

100% of any loss equal to or

less than 35% of the 35% of OPA = 535,000
original principal advanced, 65% of OPA = 565,000

plus 85% of any remaining 85% of 65% of OPA (65,000) = $55,250
loss up to 65% of the

principal advanced. 35,000 + 55,250 = 890,250

Payment would be $90,000, which is the lesser amount.
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One of the key lender benefits of a guaranteed loan is the guarantee coverage of up to 90% of the loss incurred by the lender so let’s take a closer look at that calculation. 
This example will help illustrate how the loss payment is calculated per Chapter 19 of the handbook.
If a loan's original principal amount was $100,000, the maximum loss payment will be the lesser of $90,000 which is 90% of the original principal amount or the calculated amount based on the second bullet.
Let’s walk through that calculation.
First, we find 35% of the original principal amount, which is 35% of $100,000, giving us $35,000. 
Next, we calculate 65% of the original principal amount, which is $65,000. 
Now, we need to find 85% of that $65,000. This gives us $55,250. 
To finish the calculation, we add $35,000 and $55,250 together, resulting in a total of $90,250. 
In this example, USDA’s exposure would be capped at $90,000, which is the lesser amount. 
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Applicant Characteristics
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Next we are going to review the key requirements of applicant eligibility.


Retaining a Dwelling

Applicants may retain ownership of 1 single family housing unit if below requirements are met:

Only 1 RD Loan

Not financially
responsible for
another Agency
guaranteed or

direct home loan.

Financially
Qualified

The applicant is
financially
qualified to own
more than one
house.

Primary
Residence

The applicant will
occupy the home
financed with the
guaranteed loan
as their primary
residence.

No Longer Meets Needs

The current home owned,
whether adequate or
inadequate, no longer meets
the applicants’ needs.
Examples:
Relocation due to a new job opportunity.

Requires a larger home to provide for a
growing family.

Obtaining a divorce and the ex-spouse will
retain the dwelling.

Is @ non-occupying co-owner or co-borrower
on another mortgage loan and wants to
purchase their own dwelling.
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The first key component of applicant eligibility is determining if the applicant currently owns a home and if they intend to retain that home, are they eligible for a USDA guaranteed loan.
A borrower can retain another home, BUT the following apply:
The current home cannot be financed with a USDA direct or guaranteed loan as USDA borrowers can only have 1 USDA home loan at a time,
They must financially quailfy to own more than one home,
The home being purchased must be their primary residence,
The retained home must no longer meet their needs, such as there is a need to relocate for work reasons, they require a larger home for their family, or other acceptable situation deemed acceptable to the lender. 
While we have provided a few examples, they do not represent every possible scenario and it is the lender who will make the final determination. 
The lender must document justification in the permanent loan file.





Unable to Secure Conventional Credit

Assets

Has personal
non-retirement
liguid asset
funds of at least

20%

Resources

Can pay all
closing costs
(plus the 20%
down)
associated with
the loan

Ratios

Meets qualifying

ratios of no
more than 28%

PITI and 36% TD

when applying
the 20% down
payment

Credit

Demonstrates
qualifying credit
for such a loan

Loan Terms

Conventional
loan is 30-year
fixed rate loan
without PMI



Presenter Notes
Presentation Notes
Both the applicant and lender certify on Form RD 3555-21 that the applicant does not qualify for traditional convetional credit. 
Before checking that box, how does the lender determine the applicant meets this criteria? 
The lender must compare the loan terms and borrower eligibility of a USDA loan with a conventional loan. 
If this review determines the applicant would be eligible for a conventional loan with similar rates and terms of a guaranteed loan, the applicant may be ineligible for a guaranteed loan as this review suggests they do not need the guarantee to obtain an affordable home loan.
It’s important to note that this comparison does not apply to FHA or VA loans. Applicants can be eligible for a FHA or VA loan and still obtain a USDA guaranteed loan. The guidance on this slide applies to conventional loans only.
This past year, Chapter 8 was updated to provide lenders with guidance on carefully examining asset accounts. It is important to ensure that assets are not moved between personal and business accounts. These accounts should be treated as separate financial tools: one for personal use and one for business use. If assets from both accounts are mixed together, the combined assets will be considered in the credit assessment.


Occupy the Property

Principal Residence

Applicants must agree to
personally occupy the
dwelling as a principal

residence throughout the

term of the loan.

Occupancy Timeframe

Must occupy the home
within 60 days of loan
closing.

Active Duty Military
Applicants

Must occupy the property
as their principal residence
and express intent to meet
occupancy requirements
upon discharge from the
service.
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When it comes to occupancy requirements, borrowers must occupy the home as their primary residence and they must occupy the home within 60 days of the loan closing.
Active duty military applicants must occupy the property as their principal residence and express intent to meet occupancy requirements upon discharge from the service. 
A military serviceperson who cannot physically reside in a property because they are on active duty will be considered to meet occupancy requirements.



Not Having a Suspension or Debarment

Suspended or Debarred = Not eligible

7 CFR 3555.151(g) and HB-1-3555, 8.2F

Lender must screen the applicant and parties to the transaction on
the “System for Award Management” (SAM) website

Must be within 30 days of loan closing
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All borrowers must be run through SAM.gov to confirm they have not been suspended or debarred from participating in Federal Programs.  If they have, they are not eligible for a loan with USDA.
Further guidance has been provided in Chapter 8 regarding applicants that have been excluded from a non-housing federal program. 
Key words here are excluded and non-housing federal agency. 
Applicants that have been excluded from a non-housing federal program continue to be eligible to participate in the SFHGLP, unless the individual becomes suspended or debarred pursuant to 2 CFR Part 180 and 417. Applicants that are excluded from federal housing programs or excluded from all federal programs are ineligible to participate in SFHGLP. 



U SAM.cov

Home Search Data Bank Data Services Help

.
Exclusions
Federal Users
sclusion record identifies parties excleded from recesving Feds ral contracts, certair
subcontracts, and certain types of Federal financlal and non Financiad assistance and benefits

ExcEusions

Sign in to get started

Go to Exclusions Federal home

Search Exclusions Advanded Search

Get started searching exclusions

Use puclusions advanced search

ligibility ~ Borrower Information  Assets and Liabilities  Real Estate  Additional Data More... N

Purchase is (P) Will a repair escrow account be established System for Award Management (SAM)
G U S e for repairs to be completed post-issuance ndicates a party to the transaction is
Existing of Loan Note Guarantee? (F) debarred from business with the Federa
Vas government. (P)

“Additional Data” No

Date Checked on Systern for ﬁ.wardl
Management (SAM) (P) Lender Name USDA Assigned Branch Number
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Once you have completed the verification in SAM.gov, you will fill in the information on the Additional Data Screen in GUS.  
Fill in the date SAM was checked and whether the borrower has been debarred from doing business with the Federal Government.  
Note that checking YES to this question will return an ineligible response in GUS as it’s indicating that the borrower has been debarred from doing business with the federal government. If they haven’t been debarred, make sure to select no.


Having Acceptable Citizenship or

Immigration Status

E The applicants must be a U.S. citizen, a U.S. non-citizen national, or a qualified alien.

J
\
The lender is responsible for documenting the applicants’ legal residency for all file
submissions.
J
\

By submitting the request for a Conditional Commitment to the Agency, the lender
represents and warrants that the applicant is legally present in the United States and meets
the eligibility requirements.
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To be eligible for a guaranteed loan, the applicant must be a U.S. citizen, a U.S. non-citizen national, or a qualified alien. 
A change in regard to the SAVE system was implemented on April 1, 2024. This system was used to run the borrower’s information to determine the applicants’ legal residency. That system has recently  been removed and it is now the approving lender’s responsibility to document the applicants’ legal residency. 
The approved lender should collect all necessary documentation needed to validate their eligibility and it must be retained their permanent case file. 



Thank you for completing Part 1.

Annual, Adjusted Annual,
and Repayment Income

Calculating Income from
Assets

Income Verification and
Documentation Requirements
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This wraps up Part 1 of the New Lender training course. 
You can now proceed to Part 2, where we will discuss income requirements.


USDA Rural Development
S U.S. DEPARTMENT OF AGRICULTURE

www.rd.usda.gov
USDA is an equal opportunity provider, employer, and lender.


www.rd.usda.gov
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