USDA-RHS Position 5 FORM APPROVED
Form RD 1980-16 OMB No. 0575-0078
(Rev. 5-95) AGREEMENT FOR PARTICIPATION
IN SINGLE FAMILY HOUSING
GUARANTEED/INSURED LOAN PROGRAMS

OF THE UNITED STATES GOVERNMENT

INTRODUCTION

The purpose of this Agreement is to establish the Lender as an approved originator, servicer, or holder of single family drwiginghe Rural
Housing Service (RHS), and to provide general terms and conditions for originating and servicing such loans.

Agency/Department Participating Lender:
Rural Housing Service
Address: Tax ldentification No.:

Home Office Address:

Telephone No.: ()

At the time of this agreement, the Lender is designated as an RHS Approved Lender, and has the authority assigned tossurctierexgkncy
regulations. The Agency may, in its own discretion, change such designation upon written naotification to the Lender.

PART | - GENERAL REQUIREMENTS

This part sets forth the requirements for participation in single family housing guaranteed/insured loan programs ofltG®Fetenant.
Notwithstanding any other provisions of this Agreement, should there be a conflict between this Agreement and any statateraieAgr
regulation, the latter shall prevail.

A. Duties and Responsibilities of the Agency

1. Payment on Claims. The Agency agrees to make payment on its claims in accordance with the terms of the guaranteafinsurance
consistent with Agency regulations.

2. Information on Regulations and Guidelines. The Agency shall make all reasonable efforts to provide the Lender witlorinformati
concerning regulations and guidelines that the Lender is required to follow to be in compliance with the Agency’s guanareteed/in
loan program.

3. Personnel Available for Consultation. The Agency shall make personnel available for consultation on interpretationg afcAdgenc
tions and guidelines. The Lender may consult with Agency personnel regarding unusual underwriting, loan closing, lognasetvicin
loan liquidation questions.

4. Agency Review of Lender Actions. In conducting reviews of specific actions taken by the Lender, the Agency shall de&ermine t
propriety of any decision made by the Lender based on the facts available at the time the specified action was takienstitad by
the Agency and intended by this Agreement that the Lender has the authority to exercise reasonable judgment in perfaming any r
supervised act within its authority. However, the Agency reserves the right to question any act performed or concluigrttizawn
Lender which is inconsistent with this Agreement or Agency regulations or guidelines.

5. Lender Right to Appeal Adverse Actions. The Agency shall clearly state in its regulations which adverse actions takgarmytheay
be appealed by the Lender. The regulations shall provide procedures and requirements for such appeals.

B. General Requirements for the Lender

1. Eligibility to Participate. The Lender, to be an approved participant with the Agency in its guaranteed/insured loanmtegtaena

corporation or other acceptable legal entity, as defined by Agency regulations, with legal authority to participate irathe prog
The Agency will determine whether the Lender meets all eligibility requirements for participation in the Agency’s guaranteed
insured loan program.
The Lender must continue to meet the Agency’s lender eligibility requirements at all times, as determined by the Agency, durir
the term of this Agreement

2.  Knowledge of Program Requirements. The Lender is required to obtain and keep itself informed of all program regulgtioies and
lines, including all amendments and revisions of program requirements and policies.

3. Natification. The Lender shall immediately notify the Agency in writing if the Lender:

- Ceases to posses the minimum net capital and/or an acceptable level of liquidity/working capital, as required under this Agre
ment;
Becomes insolvent;
Has filed for any type of bankruptcy protection, has been forced into involuntary bankruptcy, or has requested an assignment
the benefit of creditors;
Has taken any action to cease operations, or to discontinue servicing or liquidating any or all of its portfolio guarargded/ins
by the Agency;

Public reporting burden for this collection of information is estimated to average 4 hours per response, including thedirieviog instructions, searching existing data sources, gathering and maintaining the data needed,
and completing and reviewing the collection of information. Send comments regarding this burden estimate or any othieth&spettection of information, including suggestions for reducing this burden, to Department of
Agriculture, Clearance Officer, OIRMAG Box 7630 Washington, D.C. 20250; and to the Office of Management and Budget, Paperwork Reduction Project, (OMB No. 0575-007&)n\Washi2§503. PleadeO NOT
RETURN this form to either of these addresses. Forward to Rural Development only.
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Has changed its name, location, address, tax identification number, or corporate structure;
Is no longer maintaining the fidelity bond and/or errors and omissions policy required by the Agency;
Has become delinquent on any Federal debt, or has been debarred, suspended, or sanctioned in connection with its partic
tion in any Federal guaranteed/insured loan program; or
Has been debarred, suspended, or sanctioned in accordance with any applicable state licensing or certification requiremer
regulation.
Financial Responsibilities. The Lender and its principals shall demonstrate financial responsibility and sound bustesss prac
. The Lender shall satisfy, at all times, any requirement for minimum net capital and/or acceptable level of liquidity/working
capital specified in Agency regulations.
In accordance with Agency regulations, the Lender shall maintain, at all times, a fidelity bond and/or a mortgage servicing
errors and omissions policy, at its own expense, to cover losses incurred as a result of dishonest, fraudulent or segfligent act
employees or other parties acting on behalf of the Lender. The amount of coverage shall be defined by Agency regulations. -
Agency may, as required, be listed as “loss payee” on the policy.
Employees. The Lender shall maintain a staff that is well trained and experienced in origination and/or loan servicirgy asct
necessary, to assure its capability in adequately performing its responsibilities under this Agreement and Agency reguiatides a
lines.
Facilities. The Lender shall operate its facilities and branch offices in a prudent and businesslike manner.
Policies. The Lender is required to establish and maintain adequate written policies for loan origination and selvéimgpiaas for
quality control monitoring of production and servicing activities. Plans will be subject to review upon the request afdh¢crayesure
the plans meet the Agency'’s requirements.
Escrow Accounts. The Lender must establish separate mortgage escrow accounts, as required by the guaranteed/inguaed loan pro
and by applicable Federal and State laws and regulations. All escrow accounts must be fully insured by the FederaluPepaesit Ins
Corporation.
Reporting Requirements. The Lender recognizes that the Agency, as guarantor/insurer, has a vital interest in endlusictg that a
performed by the Lender regarding the subject loans are performed in compliance with this Agreement and Agency regulations ¢
guidelines. Information on the status of guaranteed/insured loans is necessary for this purpose, as well as to satisfydoedgating
reporting required by the Department of the Treasury and the Office of Management and Budget.
The Lender agrees to provide the Agency with all data required under Agency regulations and any additional information
necessary for the Agency to monitor the health of its guaranteed loan portfolio, and to satisfy external reporting requiremen
Examples of data which may be required are:

- The number and amount of guaranteed/insured loans outstanding, the number and dollar amount of collections ol
loans outstanding during the reporting period, and the number and amount of guarantee/insured loans made for tl
reporting period;

- An aging schedule showing the number and amount of past due loans in each of the following categories: (1) 31-¢
days, (2) 61-90 days, (3) 91-180 days, and (4) over 180 days; or

- The number and amount of the past due loans rescheduled during the reporting period.

The Lender also agrees to provide to the Agency, as requested or as required by regulations:

- Copies of audited financial statements, reports on internal controls, and management letters of the Lender, which
should be completed at least on an annual basis;

- Copies of compliance audits or agreed-upon procedures letter conducted of any underwriting and/or servicing func
tion performed by the Lender; and

- Such other information as may be required for the Agency to properly monitor the Lender’s performance.

C. Underwriting Requirements

1.

3.

Responsibility. The Lender is responsible for following the requirements for originating, servicing, and collecting aldizarthe

Agency'’s guaranteed/insured loan program. The Agency shall specify which actions performed by the Lender are non-supervised ¢

and which acts require the Agency’s review and approval. Both supervised and non-supetiziseanust be performed in accordance

with the Agency’s regulations or guidelines.

Orlglnatlon/Underwrltlng Process. The Lender shall, in accordance with Agency’s regulations and guidelines:
Determine if loan applicants meet the general eligibility requirements of the Agency’s guaranteed/insured loan program;
Determine whether or not the applicant is delinquent on any Federal debt. The Lender shall use private credit reports and
credit history available from a Federal database to ascertain whether the applicant has a delinquent Federal debt dlutstanding
the applicant has a Federal debt delinquency, the Lender must suspend processing of the application. In accordance with
Agency guidelines, the Lender may resume processing of the application if the applicant provides documentation from the
Federal agency holding the delinquency that the debt has been repaid or that the delinquency has been otherwise resolved.
loan file must include appropriate documentation;
Ensure that the value of any collateral property or property to be purchased is determined by a qualified appraiseg including
state licensed or certified appraiser when required by Agency regulations. Lenders are responsible for being aware of and ¢
isfying any other appraisal requirements in Federal and state law or regulation that exceed Agency requirements; and
Underwrite loans after viewing and determining the acceptability of the applicant’s credit history and loan repayment ability,
and the adequacy of any collateral securing the loan.

Origination — Disapproval. The Lender will disapprove applications where the applicant does not qualify for a guararedddéns

under the requirements and procedures of the Agency.
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Legal Closing. All loans guaranteed/insured by the Agency shall be closed by attorneys, escrow departments of larting,instit
other person(s) or entities skilled and experienced in conducting loan closings. The Lender shall:
Ensure that documents, including the mortgage and any security agreements, chattel mortgagees or equivalent documents
relating to it, have been properly signed, are valid, and contain terms enforceable by the Agency;
Ensure that a clean and defensible title is obtained; that is, the property is free and clear of all encumbrances deskliens, un
waived in writing by the Agency;
Ensure that all closing documents required to be recorded are submitted to recording offices in a timely and accurate manr
after closing;
Ensure that security interests in collateral are perfected according to applicable regulatory requirements and procedures;
Obtain title insurance policy or other title evidence acceptable to the Agency, in accordance with Agency guidelines;
Ensure that all required hazard insurance is obtained in accordance with Agency regulations;
Collect all fees and costs due and payable by the borrower in the course of the loan transaction and disburse payment dire
to the responsible parties for services rendered; and
Ensure that all loan proceeds are used as authorized.

D. Servicing Requnrements

1.

Responsibilities. Servicing to be performed by the Lender on Agency guaranteed/insured loans must be at least etyul thajuali
servicing provided by a prudent institutional lender for its own portfolio of similar loans which are not guaranteed/inghesed by
Government. The Lender, or its authorized agent, must take prudent steps to collect and apply loan payments; proteweahd prese
loan collateral in accordance with Agency regulations when insured or guaranteed properties are vacant or abandoneatesathe liquid
loan if repayment cannot be reasonably assured through the use of collections tools or loan adjustments permissible ynder Age
regulations or guidelines. The Lender shall maintain all records required to document or properly service a loan.

Payments. Payments from the borrower shall be processed upon receipt under Agency regulations or guidelines, anficieciude suf
escrow premiums for hazard insurance and real estate taxes.

Insurance. The Lender is responsible for maintaining hazard insurance if the borrower fails to do so to the extebyrageiney
regulation. The Lender shall take all necessary steps, as required by Agency regulation, to maintain the collaterabwheretHails

to do so.

Special Requests. The Lender shall consider any requests for loan subordination, release of collateral, or reduaii@nyosuspen-

sion of loan payments, in accordance with Agency requirements.

Delinquent Accounts. The Lender shall make a diligent effort to contact and collect payments from borrowers who fgibigmesite

as agreed; assure that collateral is maintained and protected; and work with borrowers to arrange forbearance, if appeapricgd,

by Agency regulations.

Serious Default/Foreclosure. When a mortgage is in serious default, (i.e., over 90 days delinquent), the Lender roogittake pr
diligent action. Actions to obtain property title through foreclosure or voluntary conveyance, as well as all incidentnagsiobe
consistent with applicable laws and Agency regulations. The Lender is expected to preserve and protect the propeirtyaandrtitle
dance with pertinent laws, and Agency regulations and guidelines.

Loan Servicers. The Lender shall transfer and/or assign the right to service single family housing guaranteed/insamgdttoans
servicers meeting applicable participation requirements and performance standards. Such servicers must agree to paivédtlyeithe
to the Agency or through the Lender, information necessary for the Lender to comply with the reporting requirements e¢thenAgr

as well as permit reviews of their operations under Paragraph E of the Part. Servicers may resell the loans only teguedified

E. Agency Reviews of Lender’s Operations

The Agency shall have a right to conduct reviews, including on-site reviews of the Lender’s operations and the opergtagenvéthe Lender, for
the purpose of verifying compliance with this Agreement and Agency regulations and guidelines. These reviews may irasleidet fintited to:
audits of case files, interviews with owners, managers and staff; audits of collateral; and inspections of the LendétSsagiettts underwriting,
servicing and/or liquidation guidelines. The Lender and/or its agents shall provide access to all pertinent informatioth&oAsdjency, or any party
authorized by the Agency, to conduct such reviews.

F. Conformance to Standards

1.

3.

Standards. The Lender shall conform to all originating, servicing, reporting, and operational standards imposed byythetiAgenc
execution of its guaranteed/insured loan program. Additionally, the Lender shall comply with all other applicable FeSiaital lamd,
regulations, and guidelines.
Determination of Non-Conformance. The Agency shall carefully consider the facts and circumstances available when determini
whether or not the Lender has acted in non-conformance with the applicable standards. The Agency’s determination syt ,as a r
but not limited to, a review of the following:
- Conformance in meeting financial criteria of the Agency;
Adequacy in meeting the standards of the Agency, including origination, servicing, collection of fees and loan payments, an
protection of collateral;
Adherence to the reporting requirements of the Agency;
Evidence that the Lender is operating in a sound and prudent businesslike manner;
Performance ratios of the portfolio compared to industry performance ratios for delinquency and default; and

Audit findings of on-site reviews conducted by the Agency of the underwriting and/or servicing performed by the Lender or the

financial condition and viability of the Lender.
Agency Action. If the Lender is found to be in non-conformance with Federal or State law or regulation, Agency guidelinesob
this Agreement, the Agency reserves the right to take action in accordance with its laws and regulations.



PART Il - DURATION AND MODIFICATION

A. Duration, Termination and Extension of Agreement
1. Termination by the Agency. This Agreement shall be valid unless terminated by the Agency, in accordance with Agenantsquirem
2.  Termination by the Lender. This Agreement may be terminated by the Lender at any time, in accordance with programtsequiremen
The Lender shall remain obligated to service and liquidate the guaranteed/insured loans remaining in the portfolio. Unless a
until the Agency or the Lender transfers the guaranteed/insured loans to a servicer acceptable to the Agency, all requireme
concerning loan management of the Lender and rights of the Agency under this Agreement shall remain in full force and effe
The Lender shall notify the Agency of its intent to terminate the Agreement in accordance with Agency regulations.
3. Effect of Termination on Responsibilities and Liabilities. Responsibilities or liabilities of the Lender that existethbefaraination
of the Agreement will continue to exist after termination, unless the Agency expressly releases the Lender from anpmdiiditesp
or liabilities in writing. This is true whether the Agreement was terminated by the Lender or by the Agency.
B. Entire Agreement
This Agreement, Parts | through Il inclusive, and any regulations or guidelines incorporated by reference, shall censtitireeAlgreement. There
are no other agreements, written or oral, regarding the terms contained in this Agreement which are or shall be bindartjem the

PART Ill - ENDORSEMENT

The undersigned Lender and Agency do hereby agree to the participation requirements and other provisions of this Agreement.

Lender Agency
NAME:
BY:
TITLE:

DATE:




U.S. DEPARTMENT OF AGRICULTURE

Certification Regarding Debarment, Suspension, and Other
Responsbility Matters- Primary Covered Transactions

This certification is required by the regul ations implementing Executive Order 12549, Debarment and
Suspension, 7 CFR Part 3017, Section 3017.510, Participants responsibilities. The regulations were
published as Part IV of the January 30, 1989, Federal Register (pages 4722-4733). Copies of the regulations
may be obtained by contacting the Department of Agriculture agency offering the proposed covered
transaction.

(BEFORE COMPLETING CERTIFICATION, READ INSTRUCTIONS ON REVERSE)
(€] The prospective primary participant certifies to the best of its knowledge and belief, that it
and

its principals:

(@) arenot presently debarred, suspended, proposed for debarment, declared ineligible, or
voluntarily excluded from covered transactions by any Federal department or agency;

(b) have nat within athree-year period preceding this proposal been convicted of or had
a civil judgment rendered against them for commission of fraud or a criminal
offense in connection with obtaining, attempting to obtain, or performing a public
(Federal State or local) transaction or contract under a public transaction; violation
of Federal or State antitrust statutes or commission of embezzlement, theft, forgery,
bribery, falsification or destruction of records, making false statements, or receiving
stolen property;

(c) are not presently indicted for or otherwise criminaly or civilly charged by a
governmental entity (Federal, State or local) with commission of any of the offenses
enumerated in paragraph (1)(b) of this certification; and

(d) havenaot within athree-year period preceding this application/proposal had one or
more public transactions (Federal, State or local) terminated for cause or default.

) Where the prospective primary participant is unable to certify to any of the statementsin this
certification, such prospective participant shall attach an explanation to this proposal .

Organization Name PR/Award Number or Project

Name(s) and Title(s) of Authorized Representative(s)

Signature(s) Date

Form AD- 1047 (1/92)



Instructions for Certification

1 By signing and submitting this form, the prospective primary participant is providing the certification
set out on the reverse side in accordance with these instructions.

2. The inability of a person to provide the certification required below will not necessarily result in denial
of participation in this covered transaction. The prospective participant shall submit an explanation of why it
cannot provide the certification set out on this form. The certification or explanation will be considered in
connection with the department or agency's determination whether to enter into this transaction. However, failure
of the prospective primary participant to furnish a certification or an explanation shall disqualify such person
from participation in this transaction.

3. The certification in this clause is a material representation of fact upon which reliance was placed when
the department or agency determined to enter into this transaction. If it is later determined that the prospective
primary participant knowingly rendered an erroneous certification, in addition to other remedies available to the
Federal Government, the department or agency may terminate this transaction for cause or default.

4. The prospective primary participant shall provide immediate written notice to the department or agency
to whom this proposal is submitted if at any time the prospective primary participant learns that its certification
was erroneous when submitted or has become erroneous by reason of changed circumstances.

5. The terms "covered transaction,” "debarred,” "suspended,” "ineligible,"” "lower tier covered transaction,"
"participant,” "person,” "primary covered transaction,” "principal,” "proposal,” and "voluntarily excluded,” as
used in this clause, have the meanings set out in the Definitions and Coverage sections of the rules implementing
Executive Order 12549. Y ou may contact the department or agency to which this proposal is being submitted for
assistance in obtaining a copy of those regulations.

6. The prospective primary participant agrees by submitting this form that, should the proposed covered
transaction be entered into, it shall not knowingly enter into any lower tier covered transaction with a person who
is debarred, suspended, declared ineligible, or voluntarily excluded from participation in this covered transaction,
unless authorized by the department or agency entering into this transaction.

7. The prospective primary participant further agrees by submitting this form that it will include the clause
titled "Certification Regarding Debarment, Suspension, Indligibility and Voluntary Exclusion - Lower Tier
Covered Transactions,” provided by the department or agency entering into this covered transaction, without
modification, in all lower tier covered transactions and in all solicitations for lower tier covered transactions.

8. A participant in a covered transaction may rely upon a certification of a prospective participant in a
lower tier covered transaction that it is not debarred, suspended, indligible, or voluntarily excluded from the
covered transaction, unless it knows that the certification is erroneous. A participant may decide the method and
frequency by which it determines the digibility of its principals. Each participant may, but is not required to,
check the Nonprocurement List.

9. Nothing contained in the foregoing shall be construed to reguire establishment of a system of recordsin
order to render in good faith the certification required by this clause. The knowledge and information of a
participant is not required to exceed that which is normally possessed by a prudent person in the ordinary course
of business dealings.

10. Except for transactions authorized under paragraph 6 of these instructions, if a participant in a covered
transaction knowingly enters into a lower tier covered transaction with a person who is suspended, debarred,
ineligible, or voluntarily excluded from participation in this transaction, in addition to other remedies available to
the Federal Government, the department or agency may terminate this transaction for cause or default.

Form AD- 1047 (1/92)
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