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Welcome to Loan Purposes and Restrictions, 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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* Every effort has been made to ensure training references

are accurate at the time of publication.

F

* 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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Regulations & Guidelines
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comments. on Federal documents thal are open for comment and publishe
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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.”



Chapter 17 - Regular Sarvcing: Performing Loar

Chapter 38 - Servicng Non-Perforrang Loans - ACcounts with Repaymment, Probliens

Appondix 10 - Urnumbered Letler o State Suppierments

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.
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7 CFR Part 3555

Subpart C: Loan Requirements

* .101: Loan purposes

* .102: Loan restrictions

¢ .103: Maximum loan amount

* .104: Loan terms

* .105: Combination construction and permanent loans
* .107: Application for and issuance of loan guarantee
* .108: Full faith and credit

Loan purposes and Loan restrictions are located in Subpart C, Sections 3555.101
and 102.



7 CFR Part 3555
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3555.101 Loan purposes.
(a) Eligible purposes.
(b) Eligible costs.
(c) Combination construction and permanent loan.
(d) Refinancing.

The regulation Table of Contents provides a quick view of the individual topics
included under this Section.



7 CFR Part 3555: 3555.101
a. Eligible purposes

* New dwellings

* Existing dwellings

* Repairs for existing dwelling

* Relocation of existing dwelling

3555.101(a) includes details for financing:

* New dwellings

* Existing dwellings

* Repairs and relocation of existing dwellings.
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7 CFR Part 3555: 3555.101

b. Eligible costs

* Essential household equipment, energy saving items
» Site prep: grading, foundation, landscape, fences

* Special design features to accommodate physical
disabilities

3555.101(b) outlines additional eligible costs such as essential household equipment,
energy saving measures, site prep, and additional design features that may be necessary to
accommodate physical disabilities, etc.



Rural Development

7 CFR Part 3555: 3555.101
b. Eligible costs
Reasonable loan expenses/closing costs:

Legal, architectural, engineering

Title exam, clearance, insurance

Transfer taxes, recording fees

Appraisal, inspection, survey, etc.
* Homeownership education

3555.101(b) also includes examples of reasonable and customary loan expenses or closing
costs that may be financed.
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7 CFR Part 3555: 3555.101

b. Eligible costs

Reasonable loan expenses/closing costs:

* Discount points to permanently reduce interest rate

* Eligible fees that do not exceed FHA, VA, or affordable
lending guidelines

» Escrow account: taxes and insurance
* Upfront guarantee fee
* Escrow account: annualfee, cushion up to 2 months

Many of the most common questions USDA receives regarding discount points, escrow
accounts, and eligible lender fees are in this section.

12



7 CFR Part 3555: 3555.101

¢. Combination construction and permanent loan
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* Refer to Combination construction and permanent loan
training module

d. Refinancing

* Streamlined, Non-Streamlined, and Streamlined-Assist
* HB-1-3555 Chapter6

» Refer to Refinance training module

3555.101(c) alludes to the new combination construction and permanent loan program,
however you can learn all about this new construction loan feature in the corresponding
training module.

Refinancing is also an eligible loan purpose for existing Section 502 Direct and Guaranteed
loan borrowers, but it will not be discussed in this training. Please refer to the Refinance
training module for all the details regarding the three program options USDA offers.
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7 CFR Part 3555

3555.102 Loan restrictions.
(a) Existing manufactured home.
(b) Income producing land or buildings.
(c) Business or income producing enterprise.
(d) Loan discount points.

(¢) Refinancing.
(F\ n111rAnt1rn
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(g) Lease.
(h)  Seller concessions.

3555.102 outlines loan restrictions, those items that may not be eligible to be financed into
the loan amount. The Table of Contents lists these topics in an easy to reference list.



Guaranteed Loan Program Technical Handbook
HB-1-3555

* Provides guidance to support the regulation

* The HB is 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 - Fec wlention
Chapter 3 - Lendss Approvil
Chapter

HB 1 & - Leder Responsibiiles
" Chapter § - Crigination and Underwriling Cuerview

l_J__S DA United Etates Depariment of Agricustios

‘ Aural Developmaent

the Application Package
» Loan and Requesting the Guarnies

Reguiar Seracing-Performng Loans.
Swnrvicing Non-Performing Loans - Accounts with Repayment Problenms

Cusiodial and Real Estate Owned Propardy

W1 3980 1 H Louon Dngenation Handbook Chapter 20 - Loss Clams - Collecting on he Guarantes
HB-2- 3550 M7 Assot Maragement Hardbook A 5

uctions
Appendix 3 - Feview and Appsals

Appendix 4 - Agency and Employee Addresses
Appendix § - Income Limils

Appendix § - Inlersl Assislance

Cowss instructions

curmentabion

Appendix 35 - Urmnumbered Liller and Slale Supplerments

The handbook may be accessed from the Regulations and Guidelines website. Loan
purposes and restrictions are located in Chapter 6.



6.4

LOAN PURPOSES

INTRODUCTION

ELIGIBLE LOAN PURPOSES

A, Acquiring a Site and Dwelling

B.  Repairs and Rehabilitation

C.  Reasonable and Customary Expenses Associated with Purchasing a
Dwelling

D.  Refinance

E. Supplemental Loans

PROHIBITED LOAN PURPOSES
AGENCY REVIEW OF LOAN PURPOSES

This screen shot displays the Table of Contents of Chapter 6. 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.

18
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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

* aquestion 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.



Let’s get started!
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Loan purposes and restrictions

points, fees, and charges.

A. TRUE B. FALSE

SDA has published internai threshoids aliowabie for iender

Read the question on the slide and select a response.



Loan purposes and restrictions
ANSWER: 3555.101(b),HB6.2C

B. FALSE

» USDA requires lenders to follow Federal and State laws

* Consumer Financial Protection Bureau (CFPB) publishes
guidelines

False

USDA has not created our own schedule of acceptable lender points, fees, etc.

USDA refers lenders to Federal and State laws regarding these fees, specifically to the
guidelines published by the Consumer Financial Protection Bureau.

24



Loan purposes and restrictions

* SFH residence with 10 acre tract

* Includes a separate building: vehicle repair shop

* Shop includes 4 repair bays with hydraulic lifts and tools
* Thisis an eligible property

A. TRUE B. FALSE

Read the question on the slide and select a response.

25
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Loan purposes and restrictions
ANSWER: 3555.102(c), HB 6.3

* Guaranteed loans are for properties that are primarily
residential in character, design, and use

* See also: Site Requirements training module

False

This is property includes a building which is clearly commercial in nature, and will retain
specialized equipment.

Guaranteed loans must be for properties that are residential in character, design and use.
This does not mean that a residential property cannot have any additional garages,
workshops, or storage areas. The nature of additional building is income producing.
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B. Realtor administrative fee and/or sales commission

C. Discount nnlnrc to nprmnnpnrl\; reduce interest rate
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Read the question on the slide and select a response.
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Loan purposes and restrictions

ANSWER: 3555.101(b)(6)(vi),HB 6.2 C and 6.3
B. Realtor administrative fee and/or sales commission

* Loan funds may not be used to pay for real estate
commissions or fees

* Borrower must pay for any sales commission out of their
own funds

Response B
The payment of commissions, finders fees, or real estate administrative fees are not eligible

loan purposes under 7 CFR Part 3555.
The borrower may pay for these items out of their own funds.



Loan purposes and restrictions
* Appraised value: $150,000
* Purchase price: $135,000

* Applicant wishes to finance: Wheelchair ramp, new
kitchen/laundry appliances, and four shrubs

A. TRUE B. FALSE

* These are eligible loan purposes

Read the question on the slide and select a response.
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Loan purposes and restrictions
ANSWER: 3555.101(b), HB 6.2 C
A. TRUE

* Eachitem listed is an authorized loan purpose

* Maximum loan amount may not exceed 3555.103

True

Each item listed is an eligible loan purpose under 3555.101(b).

The appraised value will determine if these items are able to be included in the total loan
amount, as the maximum loan amount may not exceed 3555.103 (100% of appraised value
plus the up front guarantee fee).
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Unit was constructed and installed on permanent
foundation more than 12 months

This property is ineligible

A. TRUE B. FALSE

Read the question on the slide and select a response.
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Loan purposes and restrictions
ANSWER: 3555.102(a), HB 6.2 C
A. TRUE

* The unitis an existing manufactured home
* Existing units must meet 3555.208(b)(3)

True

7 CFR Part 3555 restricts placing a new guaranteed loan on an existing manufactured home
only to those that are currently financed with a Section 502 Direct or Guaranteed loan, or
those being sold from a USDA lender’s REO inventory (which they would hold the loan note
guarantee).
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» Seller concessions may not exceed

A. $3,000 (3%)  B.$6,000 (6%)

Read the question on the slide and select a response.
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Loan purposes and restrictions
ANSWER: 3555.101(b), HB 6.2 C
B. $6,000

* 6% of sales price is eligible
* Limited to seller contributions/interested third party
* Must be used for authorized loan purposes

Response B

Seller concessions and other interested third party contributions are limited to 6 percent of
the sales price.

Seller concessions must be used only for eligible loan purposes as allowed in 3555.101(b).

34
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* Applicant uses $2,000 of seller concessions to
permanently buydown the interest rate to 3.75%

* Thisis an eligible use of loan funds

A. TRUE B. FALSE

Read the question on the slide and select a response.
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Loan purposes and restrictions
ANSWER: 3555.101(b)(6)(vi), HB 6.3

A TRILIF
M.

v

* Seller concessions are loan funds and must be used for
eligible loan purposes

* Interest rate must meet 3555.104 prior to buydown

True

Discount points may be used to permanently buydown an interest rate for the life of the
loan for all applicants.

The original interest rate must meet 3555.104 prior to the application of the buydown.
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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

Mo e st

Publications

Publications for
Cooperaties

Rural Cooparatives.
Magazee

Strategic Plan
Congressional Testimany

Transcriots and Speeches.
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Regulations & Guidelines
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Don’t forget the Regulations and Guidelines website is a treasure 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 4

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