Property Eligibility

Single Family Housing Guaranteed

- WA RS E W e W

Loan Program

Welcome to Property Eligibility, presented by USDA’s Single Family Housing Guaranteed
Loan Program!
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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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Things change!

* Every effort has been made to ensure training references
are accurate at the time of publication.

» Always reference the most recent USDA publications
avaiiabie oniine.

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.
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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 E: Underwriting the Property

* .201: Site requirements

« .202: Dwelling requirements

* .203: Ownership requirements

» .204: Security requirements

» .205: Special requirements for condominiums

* .206: Special requirements for community land trusts

* .207: Special requirements for Planned Unit
Developments (PUD’s)

» .208: Special requirements for manufactured homes
* .209: Rural Energy Plus loans

Property eligibility guidance is located in Subpart E, Section 3555.201.



7 CFR Part 3555

3555.201 Site requirements.
(a) Rural areas.
(b)  Site standards.

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



7 CFR Part 3555: 3555.201(a)

Sec. 3555.201 Site requirements.

(a) Rural areas. Rural Development will only guarantee loans made in rural areas
designated as rural by Rural Development. However. if a rural area designation
is changed to nonrurai:

(1 Existing conditional commitments in the former rural area will be
honored:

2) A supplemental loan may be made in accordance with Sec. 3555.101
in conjunction with a transfer and assumption of a guaranteed loan:

(3) Loan requests where the application and purchase contract was
complete prior to the area designation change may be approved: and

(4 REO property sales and transfers with assumption may be processed.

3555.201(a) states that USDA will only guarantee loans made in rural areas that are
designated as rural by Rural Development! But sometimes designations change. That does
not mean that newly ineligible areas can not longer close some loan transactions.

When an eligible area is changed to ineligible the following transactions continue to be

eligible:

* Existing Conditional Commitments that have been issued by USDA may still close,

* Supplemental loans may be made in conjunction with an eligible transfer and
assumption,

* Loan requests that have a purchase contract completed prior to the area change, and

* REO property sales of USDA loans and transfer and assumptions.
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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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Handbooks
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HB-1-3555 SFH Guaranteed Loan Program Technical Handbook

Table of Contents.
Chapter 1 - Ovenew

Chagpter 2 - Record Relinbon
Chapter 3 - Lender Approval

Chapler 4 - Lender Responsibrlibes
Chapiter § - Originalion and Underwriling Overyiew
Loan Purposes

Loan Terms and Condtions

Rabo Analysis

Special Property Types

Closng the Loan and Reguersting the Guarantes

Regular Senvicing-Performing Loans
Chapitor 38 - Servicing Non-Performing Loans - Accounts with Repayment Problems
Chapiter 39 - Custodiol and Real Estate Cramed Property

Chapter 20 - Loss Ciaims - Coiieciing on ine Guarmnies

Appendix 1 - 7 CFR part 3655
Appendix 2 - Forrms ErUCLONS
w and Appeats

Appendix 4 - Agency and Employes Addresues

& Limils

il Assistonce
Appendix 7 - Canvrs Access instructions
Appendix 8 - T0¢ Docurmentation
Appendix g - Peradies

Appendix 10 - Unmumbered Lelter and State Supplements

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

eligibility guidance is located in Chapter 12.
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HB-1-3555: Chapter 12

UNDERWRITING THE PROPERTY
OVERVIEW

RURAL AREA DESIGNATION

A.  Rural Area Definition

B.  Notification of Rural Area Designation

C. Making Loans in Areas Changed to Non-rural
SITE REQUIREMENTS

This screen shot displays the Table of Contents of Chapter 12. This helps the user to locate

specific topics more quickly.
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HB-1-3555: Chapter 12.2 A
Rural Area Designation:
* Determined by USDA

* Changes may be due to periodic review or decennial
census

* USDA reviews areas every 5 years
* Public notification given 30 days prior to effective date

« Additional Resources: 7 CFR Part 3550, 3555.10
and HB 3550, 5.3

Handbook chapter 12, section 12.2 A includes additional information regarding how the
rural area designation is determined.

USDA Rural Development ultimately reviews the area, population, and additional
documentation to render a determination under program regulations.

Changes to areas may be due to either USDA’s periodic review or the decennial U.S. census.

USDA performs rural designation reviews every five years.

Public notification is provided 30 days prior to any potential changes.

7 CFR Part 3550, the Section 502 direct loan handbook includes additional guidance as well
as the direct technical handbook HB-1-3550 in section 5.3. Rural area definitions are also
provided in 3555.10, which is the definitions section of the 7 CFR Part 3555.
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HB-1-3555: Chapter 12.2 B
Notification of Rural Area Change:
* Maps available online

* Address may be entered

* Property Determinationsinclude:
— Eligible
— Ineligible, or
— Unable to be Determined

HB 12.2. B covers the notification of rural area changes.

USDA offers an online property eligibility website where an address may be entered and
one of three eligibility determinations will be rendered:

* Eligible

* Ineligible, or

* Unable to be Determined.
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HB-1-3555: Chapter12.2C

Making Loans in Areas Changed to Non-rural:

* Complete application already submitted to USDA, awaiting
processing

* Conditional Commitment already issued by USDA, pending
loan closing

» USDA REO Sales and Transfer and Assumptions

* Supplementalloan made in conjunction with transfer and

assumption

HB 12.2 C reiterates the regulation in regards to making loans in newly ineligible areas,
which include:

Complete applications submitted to USDA will continue to be eligible for USDA review,
Issued Conditional Commitments that have already been issued by the Agency but are
pending loan closing,

USDA REO sales and transfers and assumptions, and

Supplemental loans made in conjunction with a transfer and assumption.

15
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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

T CFR Part 3555

supplemental social security income and Social Security
benefits received m a lump sum:

(v} Any eamed income tax credit

(viii) rssistance in excess of any amount determined
& o HUTYs defintion 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.



ONLINE TOOLS

USDA offers convenient online tools to assist lending and real estate professionals to
quickly locate eligible properties for guaranteed loans.

17
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Online: Property and Income Eligibility
http://eligibility.sc.egov.usda.gov/eligibility/weIcomeAction.do
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ELIGIBILITY
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Rural Housing Services

Property Eligibllity Disclaimer

The Property and Income Eligibility tool is located from the website listed on this slide. In
this training module we will focus on the property eligibility portion of this online tool.

After you access the website, select “Single Family Housing Guaranteed” option from the
top screen shot.

Then select the “Property Eligibility” option, shown on the second screen shot. The
“Property Eligibility Disclaimer” will also display to explain that this a tool, and every effort
is made to ensure accurate determinations are delivered, however final property eligibility
determinations are made by USDA.” Select “Accept”, which is not shown on this slide, to
move forward on this site.

18
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A map of the United States will display. In the top left corner a complete address can be

entered to seek a determination.
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Enter address

USDA Vkiat Sntbs Do of A

ﬁ Fural Devel

Single Family Housing Guaranieed + y 3 Diire ity g . - Water and Env enial

O.) 1100 Oakwood, Marion, 1L 62959

) =

UNITED STATES-

This example displays an entered address. Next select “GO!”
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Eligibility Determination Delivered

ESDA rsted States Depariment of Agriculiars
=

{ J1100 akwood, Marion, IL 62959 (0] ’] g

The property eligibility determination will be displayed. In this example the address is
located in an eligible area.
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Property Determinations:

1. Eligible

2. Ineligible

3. Unable to Determine: Contact USDA State Office for
assistance

There are three potential property determinations that may display:

1.
2,
3.

Eligible

Ineligible, and

Unable to Determine. You may receive this determination if the property is new
construction, may contain erroneous data, the site may be down, etc. You may contact
the USDA State Office for the state where the property is located for assistance in
making a final property determination.
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ELIGIBILITY

UNITED STATES-~ ——id

= Switch Basemap

Bing Maps Aerial  Bing Maps Hybrid  Bing Maps Road

There are also three different ways to view the eligibility maps, which may affect how you
can determine if the response is accurate. By selecting “Switch Basemap” at the top right

corner, the three options will display. Choose the one you wish to view.
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Helpful Tips:
* Enter complete addresses, including zip code

* Use “Google” or “Bing” to verify address if unsure
about rendered determination

* Use the “Zoom” tools on the Eligibility page to ensure
the property is showing a correct result

Here are some helpful tips when researching property addresses:

1.
2,

Enter complete addresses including zip codes when possible.

Verify addresses through Google or Bing to ensure they are not in error if you do not
receive the anticipated result.

Use the “Zoom” tools located on the eligibility page to view surrounding areas, streets,
etc. to help validate the response received.
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Helpful Tips:
* Enter Latitude and Longitude coordinates of the
property using this option:

USDA uoites ststes beparsment ot Agricusturs
= Ausral Development

.":p IFind Your Address m) L’Jﬁ,

There is also a more technical method that can also be used. By selecting the “push pin”
icon, you can enter latitude and longitude coordinates of a subject property.
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GUS Loans

* Enter complete address on “Eligibility” application page
* GUS will render a property eligibility determination

* Lenders must review the determination and take further
action if applicable

The Guaranteed Underwriting System (GUS) includes an eligibility check from this website
when a complete address is entered on the “Eligibility” application page.

When you select “Check Property Eligibility” or “Save” the application page, GUS will
display the property eligibility determination.

Please review this determination and decide if additional action is required.

26



LEARNING CHECKS

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

27
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Question Slide
“Topic”

* 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.
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ANSWER SLIDE
“Topic”

ANSWER: 7 CFR Part 3555 and HB-1-3555 references
provided

X. Correct Response

» Additional guidance for ciarification 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.

29
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Let’s get started!
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Rural areas

* The property eligibility website returns “Unable to
Determine”

* Theloan cannot be submitted to USDA

A. TRUE B. FALSE

Read the question on the slide and select a response.
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Rural areas
ANSWER: 3555.201(a), HB 12.3 B
B. FALSE

» Verify data entered for accuracy
* Contact USDA for assistance

False

The lender should contact USDA to confirm if the property is eligible or not.

If the property is eligible, it may still be electronically submitted to USDA in GUS, or
manually.

If the property is not eligible, then the lender can begin to pursue alternative loan
programs to assist their client.

32



Rural areas

« Arural area is changed from eligible to ineligible
s with issued conditional

-

commitments may be closed in this area

e Onlv ouaranteed loan
y guaranteed loan

A. TRUE B. FALSE

Read the question on the slide and select a response.
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Rural areas
ANSWER: 3555.201(a),HB12.3C
B. FALSE

In addition to issued commitments, the following remain
eligible:

* Applications submitted to USDA prior to effective date
* USDA REO sales and Transfer and Assumptions

» Supplementalloansin conjunction with a Transfer and
Assumption

False

While loans that do have eligible Conditional Commitments may continue to close, there

are other loans that remain eligible as well:

* Complete loan applications that were submitted to USDA for processing prior to the
effective date of the rural map change may still receive Conditional Commitments.

* USDA REO sale properties and Transfer and Assumption transactions continue to be
eligible.

* Supplemental loans that are made in conjunction with a Transfer and Assumption may
also continue to be approved.
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Rural areas

* Refinanceloan

ineligibie
* GUS returns “Ineligible” for property eligibility result
» This loanis ineligible for refinance

A. TRUE B. FALSE

* Property address was eligible at time of purchase, it is now

Read the question on the slide and select a response.
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Rural areas
ANSWER: 3555.201(a),HB12.3C
B. FALSE

* Refinance loans may continue for properties now located
in anineligible area

* Loan request may stiii be submitted in GUS to USDA with
an “Ineligible” property determination

(excludes streamlined assist refinances)

* USDA will change the determination when the loan is
processed

False

Section 502 direct and guaranteed loans continue to be eligible for refinance transactions
even when the property may become located in an ineligible area.

If a property is determined “Ineligible” in GUS due to property location, the lender may still
perform a final submission to USDA. (This excludes streamlined assist refinances because
they cannot be processed in GUS.)

USDA can change the property determination when the Agency processes the loan. No
changes will reflect in GUS for the lender to see pertaining to the property eligibility
determination.
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* Purchase loan
* GUS returns “Unable to Determine” for property eligibility

resuit
* Lender verifies property is located in an eligible area
» This loan cannot be submitted through GUS to USDA

A. TRUE B. FALSE

Read the question on the slide and select a response.

37



USDA Ut S
- T
Rural Development

Rural areas
ANSWER: 3555.201(a), HB 12.3 A
B. FALSE

* Loan request may still be submitted through GUS to USDA

. !_ender must upload documentation to support property
location

* USDA will verify and change the determination when the
loan is processed

False

Loans may continue to be submitted from GUS to USDA with “Ineligible” or “Unable to
Determine” results.

The lender must upload documentation to support the property is located in an eligible
area.

USDA will verify and change the result when the Agency processes the loan.

38



Rural areas

Purchase loan

GUS returns “Ineligible” for property eligibility result
Lender does not verify property, it truly is ineligible
The loan can be submitted through GUS to USDA

A. TRUE B. FALSE

Read the question on the slide and select a response.
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Rural areas
ANSWER: 3555.201(a), HB 12.3 A
A. TRUE

* GUS will allow the loan to transmit to USDA
* Lender has not read the findings report accurately

* USDA will ensure property is ineligible and issue loan
denial

True
GUS will continue to allow the loan to be submitted, but the lender has not read the
findings report.

USDA will verify the property is not eligible and may either release the loan for correction,
or issue a loan denial.
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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
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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

LS

Rural Developmant

L GovDelivery

Email 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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WE APPRECIATE
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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!



In accordance with Federal civil rights law and U.S. Department of Agriculture (USDA) civil rights
regulations and policies, the USDA, ts Agencies, offices, and employees, and institutions participating in
or administering USDA programs are prohibited from discriminating based on race, color, national origin,
religion, sex, gender identity (including gender expression), sexual orientation, disability, 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). and filing vary by program or
incident.

Persons with disabilties who require allernati\re means of communication for p(oqrarrl Infclrratlun (e
' =il An

A h,
audictape, Amerkan Sign s, should contact the

. ]
usba's TnRﬁET Center at (202) 720-2600 (unke 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 File a Program Discrimination Complaint and at any USDA office or
write a letter addressed to USDA and provide in the ietter aii 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, SW, Washington, D.C. 20250-9410; (2) fax: (202) 690-7442; or (3) email:
program.intake@usda.gov.

USDA & an equal opportunity provider, employer, and lender.

BREATLRNS

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



