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CHAPTER 3: LENDER APPROVAL
7 CFR 355551

3.1 INTRODUCTION

A lender is defined as an entity that originates, services, or holds a loan guaranteed by
the Agency.

The SFHGLP is not intended to promote risky lendi its success, the program
relies on lenders to make sound underwriting decisio he Agency does not

underwrite the loans it guarantees, lenders that app ees must originate,

underwrite, service, and hold loans responsibly ndards are met

the Agency must approve a lender before it p 0 be approved,
lender must agree to follow the Agency

demonstrate high-quality in the areas of loan ing, and

reporting. Once the Agency has approved the le ay participate in‘the program as

long as it maintains these standards and continues t ow all program requirements.
The Agency periodically monito
participation is warranted.

3.2 LENDER APPROVAL CRITERIA

A Iender mu A i ise'to make and/or service single-
that have been approved for single-family
housing loar ivitie izatiens referenced in Paragraph A of this
Sectlon are consideres : e ability to originate, underwrite, and
e Agency determines Whether a lender is

tation includes a copy of the official letter or other verifiable
acceptable secondary market organization or other Federal

Such docume must be dated within 12 months of requesting approval to participate
in the Rural Deyelopment SFHGLP. The lender must also provide additional
documentatiorflisted in Attachment 3-A of this chapter. The Agency reviews and
confirms the information the lender submits.

Acceptable secondary market organizations, Federal government and state agencies
include:

e A State Housing Finance Agency.
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these are owledge and experience in residential mortgage lending may be

e The U.S. Department of Housing and Urban Development/Federal Housing
Administration (HUD-FHA), when the lender is approved as a supervised or non-
supervised mortgagee with Direct Endorsement Authority for title Il lending activity.

e Government National Mortgage Association (Ginnie Mae), when the lender is an
issuer of Ginnie Mae mortgage-backed securities.

e The U.S. Department of Veterans Affairs (VA), w
lender or is approved as a supervised or non-supervi
to close loans under VA’s automatic guaranty pr

the lender is a supervised
agee with the authority

e a proven ability to originate, underwrite, and/or service single-
nd must have a staff with adequate knowledge and expertise in

the following documentation:

e A summary of residential mortgage lending activity. Ata minimum, the
summary must include the dollar amount and number of residential mortgage loans in
its loan origination and servicing portfolio, along with percentages of delinquencies,
foreclosures and losses. The Agency will examine the summary to verify that the
lender’s performance is comparable to that of other participating lenders in good
standing.
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e Written criteria that outline the policies and procedures the lender typically
follows when originating, underwriting, and closing residential mortgage loans.
The quality control system must ensure that the lender demonstrates safe and sound
lending practices including, but not limited to, the analysis and review of appraisals
and other factors affecting property values, credit analysis and review, and income
analysis and review. In addition, the policies and procedures must comply with all

e Evidence that the lender has an experience writer on staff. The
lender must provide a copy of the underwriter’gsi

2.

contract with an Agency-approvedyg
requirements, and that has the capa ) and insurance in escrow.
Although an originating lender who
Development may not.service loans, th

ee, may be required to indemnify
2rmine that negligent underwriting attributed

e Evidence of a written plan if the lender contracts for escrow services. Ifa
lender does not have an escrow system for taxes and insurance, it must submit a
written plan to the Agency for ensuring that taxes and insurance for mortgage loans
are paid when due.
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e Evidence that the lender has serviced single-family residential mortgage
loans in the year before applying for Agency approval. This documentation should
include the number and dollar amount of the loans in the lender’s portfolio, the
number and percentage of loans in default (categorized by 30-60-90-days late, in
bankruptcy, and in foreclosure), and the number, percentage and dollar amounts of
loans on which losses have been paid.

The Agency reserves the right to re-evaluate a lender’sgtatus from time to time.

Lenders who fail to follow established guidelines for re axes and hazard
insurance premiums or other conditions of the lender ay have their lender’s
approval revoked by the Agency. The lender may, e information to
support continued Agency approval similar to d with its initial

application.

4, Federal Oversight

participation in the SFHGLP. Thelen i ter or other form of evidence
from the oversight authority that ingice ’ rocess, underwrite and
service single-family residential mo C ntation must be dated

within the past 12 months and confirmy 8LSig

Housing Finance Board regulating lenders within the Federal Home
HLB) system.
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5. Experience with a USDA Program or Farm Credit System

A Farm Credit System (FCS) institution or lender participating in certain other USDA
programs is eligible to participate in the SFHGLP if it can also demonstrate experience in
underwriting and servicing single-family residential mortgage lending. Lenders meeting
these criteria include:

e An FCS lender with direct lending authority; or

e A lender participating in other Rural Housing Se ural Business-

A lender that does not meet the requi
participate in the program as the agent of a len
Iender approved by Rural Development must desi

Rural Development. The
the agent in writing and state the
ay be permitted to originate
d by the approved
lender and is transferred to the appre i i on closing and prior to
issuance of a Loan Note Guarantee. Rural Development is
responsible for ensuring that lts agent’Slloag’originat nderwriting, and closing
activities are in aggore -
Loan Note Gug 3 atantee will be issued to the approved lender.

APPLICATIO

articipate in the SFHGLP in a single state, the lender should

! to the State Office or the office designated by the State Office to
review lender appll ; listing of State Offices and their addresses are included in
Appendix 4. If the le wishes to participate in multiple states, the lender may submit a single
application package to’the National Office.

A list of supporting documentation to accompany Form RD 3555-16 is outlined in
Attachment 3-A to this Chapter.
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3.4  AGENCY REVIEW
The Agency review of the lender’s application includes the following:

e Ensuring that all required documents have been submitted and appear to have
been completed correctly. If the application is incompletg, the Agency will advise
the lender of the omissions in writing. Incomplete ap ns cannot be
approved.

e Form RD 3555-16 has been properly execute uthorized to bind the

lender to the terms stated on the form;

e Evidence that the lender’s demonstr requirements

of this chapter;

ability is consistent w

e Evidence that neither the lender nor any
been suspended or debarted from participati

nder’s principal officers have
Federal programs; and

e, Freddie Mac, HUD,
at the time of the

e Evidence that the lender’s
VA, or another acceptable g0
application to the Agency.

A Lender Rewi i rview may be found on the

f at:_https://réhsc.egov.usda.gov/teamrd/hcfp/sfth/ to assist
lender’s req hoose Single Family Housing
P ation from the menu to navigate to the

states with thei
Information then G
guide

CER 3555.52]

e criteria for an approved lender and provides the supporting

; ed in Attachment 3-A of this Chapter, the Agency will issue an
approval no lender. The notice will be a pre-approval notice if the mandatory
ini enders is incomplete at time of application. To obtain final approval

€ lender’s organization must complete mandatory guaranteed loan training.
The purpose of the training is to provide an overview of the objectives of the SFHGLP,
the documentation required to support an individual application and the process involved
in obtaining a Loan Note Guarantee. It also reviews the duties and responsibilities of the
approved lender. Training is mandatory for all loan originators and underwriters that will
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participate in the SFHGLP. The following options are available to assist in meeting the
training requirements:

e Lenders may utilize on-demand training as an option to complete mandatory
training and approval of their requested Lender Agreement. The training is
posted at https://usdalinc.sc.egov.usda.gov/ under the Training and Resource
Library link at the Single Family Housing Guaranteed | Housing menu. This
on-demand training is available for lenders to take eir convenience. The steps
in accessing this on-demand training and the certi n required of lenders once

e Guaranteed training programs presented agency staff.
Lenders should contact the Rural Dev; ir state for
training events. A list of state repr.
http://eligibility.sc.egov.usda.gov/elig . der the

“Contact Us” navigation menu item.
Final Approval

Upon receipt of an executed tra ¢ 3
Agency will forward the lender a cop » RD 3555-16 notifying the
lender of their approva ici

participating in thefipreg

cfp/sth/. Choose Single Family Housing Information
ation from the menu to navigate to the guide. A

is chapter.

If the lendeT does not qualify for participation in the program, the Agency will deny
the lender’s request for approval and notify the lender in writing of the reasons for the
decision. The lender will be provided appeal rights in accordance with Appendix 3 of
this Handbook.

A lender who does not meet the criteria to participate in the program as an approved
lender may act as an agent for an approved lender, as described in Paragraph 3.2.C.
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C. Record Retention

Lender approval files will be maintained and retained in accordance with Chapter 2 of
this Handbook.

LENDER SALE OF GUARANTEED LOANS [7 CFR 3555.54]

SFHGLP loans may only be sold to lenders meetj requirements of
have an approved Form RD 3555-16 on file. The ponsible for
providing the original Loan Note Guarantee to t i d must report the

ully responsible for their

andbook. The lender is responsible for loan
btaining the Conditional Commitment. The agent may
grovided the loan is immediately transferred to the
the guarantee will be issued.

ged loans. When servicing is carried out by a third party, the lender
ral Development of the name and address of the servicer by

e Liquidation. The lender will complete any liquidation of loans guaranteed under
the provisions of Form RD 3555-16. Loss claims will be submitted in accordance
with Chapter 20 of this handbook.
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3.8 MONITORING A
[7 CFR 3555.51]
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OUTREACH AND EDUCATION

A. Lenders

Rural Development has developed a series of education and outreach flyers for
lenders, real estate professionals, mortgage brokers and housinggounselors to distribute

housing logo are available to companies to utilize fre may be used in

are “fillable”.
Modification to the materials beyond insertio
contact information are prohibited. Distributi
segments of the housing market informati

ding institutions includes mortgage bankers,
, al’'Home Loan Banks, etc. Agency should reach
ain information regarding educator organizations in the

efit their members and help them achieve affordable
calls, letters, educational materials and personal visits to the key
decision ars are gffective tools to promote guaranteed loans.

NDER’S ORIGINATION AND SERVICING OF LOANS

Rural Development will conduct certain reviews of the lender’s operations as
provided in this Section. Form RD 3555-16 sets forth the terms the lender must follow to
participate in the SFHGLP and the responsibilities involved to maintain approval to
participate in the program. If Rural Development determines that the lender is not
fulfilling the obligations of Form RD 3555-16 or that the lender fails to meet the required
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criteria, the lender will be notified in writing of the deficiencies. If the lender fails to
make the required corrections, Rural Development will proceed with termination as
provided in Paragraph 3.8 of this Chapter.

A. Compliance Reviews

The lender agreement, signed by both the Agency and the
will make available all records pertaining to the SFHGLP
Agency. The Agency will conduct a compliance revie
Paragraph B of this Section. The compliance review
Development with the required information to ma and efficiently to

states the lender
ram for review by the
riodic basis as defined in

servicers written policies, procedures, ca
liquidation and claim files.

A Compliance Review Guid i content for the review of lender
i ust be followed to review the

RuralkDevelopment may elect to conduct more frequent

ws when major trends or weaknesses, such as loan

pan losses, failure to submit required data and reports, or other

ors related to assuring that the Government’s interest is adequately

serviced

e Compliance Review Guide. A Compliance Review Guide noted in Paragraph A
outlines the risk, frequency and process the Agency will undertake to conduct
compliance reviews of lenders participating in the program.
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C. Conducting Compliance Reviews

Compliance reviews will be performed on each lender and/or servicer as noted in
Paragraph 3.7.B of this Section. Compliance reviews may be conducted as an on-site
review at the lender and/or servicer’s location or as a desk revi t a site determined by

representative that is knowledgeable of the lender and/or er functions to be
reviewed. The National Office will manage nationally, nders and/or servicer
compliance reviews. The National Office may ele iew on a State-
approved lender and/or servicer. States will per S on State-

approved lender and/or servicer operations.
amount of time that is needed to conduct t

| Development will ine the
review team

e Loan origination review. iginati is applicable to lenders who

perform all or a portion of tf i rwriting, processing and
closing.

2d. The clearance and follow-up process commences upon
report by the Agency or their representative. If necessary, the

Upon closure gfreview or expiration of any follow-up period, a report will be
prepared sum ing the review performed. A copy of all compliance review reports
performed by the state will be forwarded to the National Office, Guaranteed Loan
Division. All supporting documentation relating to the review will be maintained in the
state operational file.
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3.9

REVOKING LENDER ELIGIBILITY:

The lender remains eligible as long as the lender meets the criteria in paragraph
3.2 of this Chapter unless that lender’s status is revoked by Rural Development or by
another Federal agency. Rural Development may terminate the lender’s approval due to
noncompliance with any of the eligibility requirements. Status may also be revoked if
the lender violates the terms of Form RD 3555-16, fails to pr i
guaranteed loan, or fails to adequately protect the interests gkthe lender and the
Government. In addition to revocation of eligible lend he lender may be
debarred by Rural Development or may be required t ural Development for
any losses paid.

If Rural Development terminates a le r s approval, the Iend have 30 days

Notifications returned with a forwarding address sent to the new address with an
additional 30 day timeframe for the lender to respo the notice is returned as
“undeliverable’ with no forwardi d velope will be retained in the
file as evidence that the lender wa: met approved lender
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Attachment 3-A
Page 1 of 3

LENDER APPROVAL CHECKLIST

Regulation 7 CFR 3555.51 and Chapter 3 of this Handbook describe the qualifications required to become an
Agency approved lender. Other entities may participate as an approved lender’s agent or correspondent, but only

approved lenders are responsible for underwriting and servicing and may hol
Rural Development guaranteed loan. For nationwide or multi-state approv,
the Rural Development National Office. For single state approval, a le
Development State Office. Lenders may utilize the following checkili
submitted. Requests must contain all of the following informatio

Lender Approval Appli
USDA Rural

ion Checklist
ment

e Loan Note Guarantee on a
er must submit a request to
must submit a request to the Rural

Lender Information

Name:

TAXID:

DBA Name(s), if applicable. Useseparate sheet for any additional DBAs:

Geographic Address: Mailing Address (if different) Phone:
Fax:
County:

Chartered State/Headquarters:

Website: Company E-Mail:

Contact Name: Phone: E-Mail:

Person Title: Fax:

Minority/ Women-Owned Business (Optional)

O | Minority-Owned

O

Women-Owned 0O | Minority-Owned/

Women-Owned

Provide the following information for all principal officers, directors, and senior managers. Additionalsheets may be attached, if necessary.

Name of Person

Title (if applicable)

Responsibilities

Lender Functions Lender Type (Select Applicable):
O | Originate O | Commercial Bank O | Federal Land Bank O | Broker O | Service Bureau
O Underwrite O | Mortgage Loan Co O | Credit Union O Other O | State Hous ing
Finance Agency
O | Service O | Insurance Co O | Savings Bank O | Non-Traditional
O  Own O | Production Credit O | Bank for Co-Ops O | Small Business
Association Investment Co
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Current eligibility designations [Paragraph 3.2 of Chapter 3 of this Handbook]: (Certification must be within the past 12

months)

E | Agency Certifications (Select applicable) Preferred Method of Evidence of Evidence/Certification Applicable Agency Assigned
(Submit as supplemental information) Identification

O Fannie Mae Fannie Mae Fonm 382, “Annual Eligibility Certification Feport

O Freddie Mac Freddie Mac Fonm 168F, “Annual Eligihility Certification
Report™

a US. Department of Housing and Urban Development — | Lender must be approved by HUD as a Title Il supervised or non-

Federal Housing Administration (HUD-FHA) supervised mortgagee for submission of one to four family

housing applications for Federal Housing Mortgage Insurance or
as an issuer of Ginnie Mae mortgage backed securities
“supervised” or “non-supervised.” Lendercannotbe a
carrespondentonly.

m} U.S. Department of Veterans Affairs (VA) Any Lender approved as a supervised or
non-supervised "automatic” mortgagee with directlending
authority for VA

O State Housing Finance Agencies (SFHA) Evidence that a private sector lenderis approved by a SHFA to
participate in SHFA programs DOES NOT representan automatic
approval to participate in the guaranteed program.

O Farm Credit Service(FCS) Lender must have directlending autharity. Provide
Membership letter.

m} Lenders participating in USDA guaranteed loan Loan programs can be Rural Housing Service, Rural Business and

programs. Cooperative Service, Rural Utilities Programs and/or the Farm

Service Agency.

a Evidence of demonstrated ability in underwriting O A summary ofresidential mortgage lending activity.
and/or servicing [if applicable). 0O  Wntten critena that outline the policies and proceduresthe
lender typically follows when ongnating, underwmting,
and closing residential mortgage loans.
O ghidence that the lender has an experienced loan
underwriter on staff.

List of Supplemental Information to be Submitted with Lender Approval Checklist [Check the box to indicate that each
required document has been included with the lender approval request package.]

1. Form RD 3333-16 “Agreement for Participation in Single-Family Housing Guaranteed/Tnsured Loan Programs ofthe United States m}
Govemment (Lender Agreement)
2. Fesume Evidence of Underwmter's qualifications and expenence in the industry. m}
Retail Lender— Ifyour firm is a retail lender, provide complete contactinformation (addresses, telephone numbers, fax mumbers ande- O
Spreadsheet mail addresses) for yvour branchlocations, loan processing undervriting departments, loan servicing, and a contact person

for loan production. Information assists in populating Rural Development s lender record database.

4. Wholesale Lender or Ifyour finm is a wholesale lender or a servicing lender, provide a general description of vour services (loan processing, O
Servicing Lender- underwriting, table fimding, loan servicing, real estate owned (REQ) disposition, etc.) and provide complete contact
Spreadsheet information (address, telephone mumber, fax mumber, e-mail addresses) for your vanous departments, mcluding regional

account executives.

5. Cntline A brief outline ofunderwriting criteria from thelender’s intemal loan policy manual. a
6. Statement A statement agreeing to use forms approved by the Federal Housing Administration (FHA), Fannie Mae, or Freddie Mac, a
with alist ofthe formsto be used. (Do not subnutthe forms.) This statement canbe mcludedin the loan underviting
criteria.

y




HB-1-3555

Attachment 3-A

Page 3 of 3

Quality Control Plan

General requirements for quality control plans:

Must be in writing outlining policies and procedures along with any forms and checklists used in the process.
Employees must operate independently of loan origination and servicing departments or the lender/servicermay
contract outthis function. Ifthis function is contracted out, the lender must adequately monitor the performance of
the contractor.

Have procedures to report non-compliance to the highest levels of management. May be monthly or at the mota
quarterly basis.

Have procedures to report non-compliance or suspected misrepresentation to the appropriate regulatory authorities.
Identify training opportunities for lender/servicer staff.

Set timeframes for review and follow-up procedures.

Have procedures in place to monitorany third party originators (TPOs)

Include a consistent process to sample select and review SFHGLP loans.

a

8. Training Certification

Evidence of “New Lender Training” — see https: usdaline sc.egov.usda. gov/RHShome.do for one option available for
mandatorynew lender training. Review Section 3.2 of Chapter 3 for additional options available.

Certifications/Acknowledgments

my knowledge and belief

Icertify [ ama corporate officer and/or principal/'owner of the above-named entity with the authority to legallv bind the organization and to execute certifications and
acknowledgements on behalf of the entity/organization named. [ certify information provided and anvaccompanving documentation is true and accurate to the best of

Name:

Title:

Signature:

Date:

Send the executed Lender Agreement, Checklist and Supplemental Information to one of the following addresses:

Single State Approval Muiti-State or National Approval (by US Mail or Overnight Delivery)
Send to the Rural Development State Office Headquarters in the | USDA — Rural Development Questions:
State lender approval is sought. SFH/Guaranteed Loan Division 202.720.1452
To find the address and contacts, go to: STOP 0784, Room 2250-8 Fax Number:
http://www rurdevusda gov/recd map html 1400 Independence Avenue, SW 202.205.2476
i Washington. D.C. 20250-0784 202.720.8795

V 4
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ATTACHMENT 3-B

NEW LENDER TRAINING

in addition to those outlined
Il originators and
ing has been taken. For on-

Mandatory training is required as part of the lender approval process. One optio
at Section 3.4 A of this Chapter, is on-demand recorded training. Training is requi
underwriters of the lender’s organization. The lender will be required to certify
demand training at the lender’s convenience, go to: https://usdalinc.sc.egov.

The following demonstrates the visual steps in accessing the av

USDA United States Department of Agriculture
= USDA LINC Lender Interactive Network Connection

USDA LINC FSA LINC RES LINC RHS LINC RUS LINC Message
Home Home Home Home Home Help Site Map Board
HOTE: Hewr -
User button Select RHS LINC from
and Log On | s thE iCON OF menu bar
hyperlink for Seipte o J I
EDI have heen it wuse B :m'rhjssi‘r.e,
moved to the WS I R UL, LT UL 1 rugaruy cecommrnended
EDI et and is the highest version supported.

Farue Service Agency Rural Housing Service | Toview the help doomuentation you most use Adobe Aoobat

Rural Business Service Rural Utilitios Sorvice
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Attachment 3-B
Page 2 of 4

USDA United States Department of Agriculture
- USDA LINC Lender Interactive Network Connection

USDA LINC FSA LINC RBS LINC RHS LINC RUS LINC Message
Home Home Home Home Home Help Site Map Board

Single Family Guaranteed Rural Housing
Electronic Data Interchange (EDI)

Loss Claim Administration
Guaranteed Underwriting System (GUS)
Lender Loan Closing/Administration

ID Cross Reference Select the Training
Application Authorization and Resource
Lender PAD Account Maintenance _ Library link

Training and Resource Lihrarv‘r'"'.

Nulti-Familvy Housi ]
A - Al }' l]llS]llg R
ural —

ID Cross Reference

Application Authorization DEVE|Opment

Lender Status Report List

A

USDA United States Department of Agriculture |
—” USDA LINC Lender Interactive Network Connection
USDA LINC FSA LINC RBS LINC RHS LINC RUS LINC Message
Home Home Home Home Home Help Site Map Board \.\
Usethe scrollbarto

reach the desired
training and

USDA LINC Training and Resource Library handouts.

The documents and matetial contained in the DA LINC Traiting and Resource Library use Adobe
PDF and A dobe Flash formats. To view PDF files you must have Adobe & crobat Beader ingtalled on
yout computer. To view Flash files wou must have Adobe Flash Player installed on your cotmputer.

Single Family Guaranteed Rural Housing

Security (E-Authentication and Application Authorization System Module (AASM))
Trining Dacumentation and Resaurces
Lender eAuth Training for SFH (FLASH) V& AUNDER CONSTRUCTIONF & 4
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Guaranteed Underwriting System (GUS)

Training Documentation and Resources

GUS Overview Training {Flash) GUS Training ‘PDF)

GUS Lender Overview Training (Flash) GUS Attendance Sheet (EXCEL)

GUS Lender Advanced Training {Flash) GUS User Agreement (FOF)

Transmittal Sheet (FOF)
GUS User Guide (FOF)
LOS/POS Tested Listing{FDF)

Lender Loan Closing/Administration

Training Documentation and Resources

Lender's Steps to Closing SFH Guaranteed Loans .4 4 UNDER CONSTRUCTION ) 4§ 4

{Flash)

Ieﬁz:;c'fﬁ:ﬁ::'lg Documentat_ion
\ accompanying
** New Lender Training training P

Training Documentation and Resources

Cverview of SFH Guarantesd Loan Program SFH Guaranteed Loan Training {FDF)

(Flash) GREH Training Attendance Sheet (EXCEL)
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Single Family Housing Guaranteed Loan ProAgram Mandatory Training

Lender Name:
Lender Tax ID #:

I certify the following participants completed mandatory Guaranteed Rug@lliHousing Taining.

Signed

Title Date

Email Address Phone Number Date Traini

Completec

Title/Position

Participant
Name
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Attachment C - SFHGLP LENDER APPROVAL
Rural Development Review

Refer to the Lender File Review Guide posted to the Agency’s SharePoint website for review and
documentation of lender approval files. The following will be required to complete the Lender
Maintenance page in GLS:

Lender Name:

Lender ID/TIN#:

Doing Business As:

Address:

City, State:

Zip + 4:

Telephone #:

Fax #:

Point of Contact:

E-mail ID:

O Bank for Co-Ops
Loan Company O Broker

nsurance Company O Other

arm Production Assoc. O Non-Traditional
Federal Land Bank O Small Business Co.
[1Credit Union O Service Bureau

OSavings Bank O SFH Agency
Minority Owned O Yes
Lender? O No
Chartered State/Head Select the State
Quarters State:
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