Welcome to HAC’s webcast!

The webcast, sound, and recording will begin at 2:00 pm EST.

Due to the number of participants, questions can only be
accepted via the internet. Please click on the “Raise
Hand” button at any time during the webcast and send a
chat to the Chairperson.



U. S. Department of Agriculture
Rural Development

O




Building Rural Communities since 1971
&

Established in 1971, HAC is a national nonprofit
corporation headquartered in Washington, D.C;

HAC helps local organizations build affordable homes in
rural America by providing:

Below-Market Financing;

Training and Technical Assistance;

Research and Information Services.
HAC’s programs focus on;

Local Solutions;

Empowerment of the poor;

Reduced dependency and self-help strategies.
HAC’s Executive Director is Mr. Moises Loza.



Established in 1971
National nonprofit organization

Created to increase the availability of decent
and affordable housing for low-income people
in rural areas throughout the U.S.

Provide services to local, state, and national
organizations



Housing Assistance Council
1025 Vermont Ave Ste 606
Washington DC 20005
(202) 842-8600
hac@ruralhome.org
www.ruralhome.org

Southeast Regional Office

600 West Peachtree Street NW
Ste 1500

Atlanta, GA 30308

(404) 892-4824
southeast@ruralhome.org

Midwest Regional Office
10100 N Ambassador Dr
Ste 310

Kansas City, MO 64153
(816) 880-0400
midwest@ruralhome.org

Southwest Regional Office
3939 C San Pedro, NE

Ste 7

Albuquerque, NM 87110
(505) 883-1003
southwest@ruralhome.org

West Regional Office
717 K Street

Ste 404

Sacramento, CA 95814
(916) 706-1836
west@ruralhome.org



HAC’s Mission

“To iImprove housing conditions for
the rural poor, with an emphasis
on the poorest of the poor in the

most rural places.”
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Services Offered

» Technical Assistance

» Training

» Loan Funds

» Information & Publications

Housing
Assistance
Council
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USDA rural housing emphasizes loan guarantees. In the OGhama Administration’s budget
released on April 10, e Section 502 and 5 vemain the focus of tural hous-

ing provision, Section 502 direct would fall from $900 million this year 1o onlySMO million in FY 14, and Section
515 from $31.3 million 1o $28.4 million. Increased funding is requested for Section 521 Rental
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Rural Voices

Rural

THE MAGAZINE OF THE HOUSING ASSISTANCE COU
Fall 2000 « Volume 5 / Number 4

LESSONS
F R

IN-THIS ISSUE

Disaster Protection Advice = Lessons from Past Disasters = Rural Housing in the Campai
AND MORE . . .

HAC
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Remembering/the Past, Looking to the/Future




Uses

Predevelopment
Land Acquisition
Site Development
Construction
Preservation
Gap/Interim

Structure

Loans
Guarantees

Compensating
Deposits

_etters of Credit
_Ines of Credit




Interest Rate

Loan Product : : Service Fee
Non-Profit For Profit

Pre-Development Up to 5 years 5% 8% 1%

Site Acquisition Up to 5 years 5% 8% 1%

Site Development Up to 5 years 5% 8% 1%

Construction Varies 5% 8% 1%
$750,000 Max

Water/Waste Water Up to 5 years 5% 8% 1%

Preservation Up to 30 Years 5% 8% 1%

Self-Help Housing (SHOP) 2-3 years 0% N/A 1%

Land Banking Up to 10 years 5% 8% 1%
$750,000 Max

Letter of Credit Up to 5 years 5% 8% 1%
$250,000 Max

Line of Credit Up to 5 years 5% 8% 1%
$250,000 Max




The Section 502 Program was first authorized
in the Housing Act of 1949 and for over 64

years has provided:

Low- and very low-income people the
opportunity to own adequate, modest, decent,
safe and sanitary homes in rural areas;

Critical mortgage credit to rural residents where
there has been a serious lack of available credit,
or when available, at rates and terms low and
very-low income rural residents could afford.




Rural Development provides direct, as-well-as
guaranteed loans, in rural areas.

Rural areas include open country and places with
a population of 10,000 or less and, under certain
conditions, towns and cities between 10,000 and
25,000 population;

Low-income is defined as between 50 and 80
percent of area median income (AMI); Very low-
income is at or below 50 percent AMI.
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Loans may be used to:
Purchase existing housing;
Purchase, relocate and/or repair existing housing;
Purchase a building site and construct a dwelling or;

Purchase new housing, including manufactured
housing (Must be new, permanently installed and
from approved dealer or contractor);

Refinance debts when necessary.

Note: At least 40 percent of appropriated funds must
be used to assist families with incomes at or below
50 percent of AMI.




Rural Development Service Area and Eligibility
Information

» RD Section 502 Direct Loan Program is a rural
program. Service area, income and property
eligibility can be determined by contacting the
local RD Service Center or online at -
http://eligibility.sc.egov.usda.gov/eligibility/welco

meAction.do

O Web link can be used to learn more about a USDA home loan
program; Determine if a property is located in an eligible rural area;
Determine income eligibility of an applicant/ household; or to find
out how to apply for a Rural Development Loan.
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HAC

INITIAL -- No existing Agency loan, eligible buyer;

ASSUMED - Eligible applicant: same rates and
terms, or new rates and terms;

SUBSEQUENT - Eligible applicant, loan can be part
of original purchase in combination with an
assumption, if shortfall for construction funds, or
during term of Agency loan to help existing loan
pay for repairs or improvements to the property;

NON-PROGRAM — Applicants and/or properties not
eligible on program terms.



Fiscal year starts October 1% of each year and
ends September 30t of the next year.

Funding varies from State to State.

Many States hold funds in the State Office and
the Area Offices must request funds.

Maintain a close relationship with your Area
Office to determine when funds are available
and the kind of funds that are available.
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Checking Availability of Funding

HAC

USDA RURAL HOUSING BUDGET EMPHASIZES LOAN GUARANTEES. In the Obama
Administration’s budget request for FY 14, released on April 10 ..... Section 502 direct would fall
from $900 million this year to only $360 million in FY 14 ..
grants would be cut by lesser amounts.......

. Section 504 home repair loans and

USDA Rural Devel. Prog. FY11 FY12 FY13 FY13 FY14
(dollars in millions) Approp. a Approp. Admin. Approp. Admin.
Budget (H.R. 933)b Budget

502 Single Fam. Direct $1.121 $900 $652.8 $900 $360
(Self-Help Setaside) -- -- (141) &) 0
(Teacher Setaside) .- -- (67) 0 0
502 Single Family Guar. 24,000 24,000 24,000 24,000 24.000
504 VLI Repair Loans 23.4 10 28 28 26.3
504 VLI Repair Grants 34 29.5 28.2 & 25

a. Figures do not include 0.2%0 across the board cut. b. Figures do not include 5% sequester or 2.5% across the board
cut. c. Total for 504 grants and 533 grants is $33.1 million, the same as in FY 12. d. The total budget authority for
Sections 514 and 516 is $16.5 million in FY 13, compared to $14.2 million in FY 12.




Non-obligated funds for redistribution by
National Office.

Usually occurs in mid-July.

Applications may be selected for processing
based on date completed and on processing
priority, in the event there is a waiting list at
the local office.



HAC

» Regulations for all USDA/RD single-family housing
programs, including Section 502 direct loans, are
compiled in 7 CFR Part 3550;

* Two handbooks provide details and instructions
about the various aspects of the 502 program.

HB-1-3550 covers tasks undertaken by RD field
offices;

HB-2-3550 explains the work of the agency’s
centralized servicing center.



Regulations




HAC

Houses constructed, purchased, or rehabilitated
with Section 502 loans must meet:

Voluntary national model building code
adopted by the state;

International Code Series, and RD site
Standards;

Manufactured housing must be permanently
installed and meet HUD Manufactured
Housing Construction and Safety Standards,
2006 International Energy Conservation Code
and RD site standards.



Properties

@

* Eligible Properties — Must be modest in size, design,
and cost. The value of a dwelling may not exceed the
Area Loan Limits.

O Area Loan Limits are reviewed annually.
http://www.rurdev.usda.gov/rhs/sfh/RHS%20Area%20Loa
n%20Limits.htm

Sample RD Loan Limits

County / State EST — LIMIT —
Effective 5-1-13
Starr County, TX S 130,100
Zavala County, TX S 141,800
Cheyenne County, CO S 150,600

Jefferson County, CO S 250,000




Lot Size - A modest and adequate lot should not
exceed 30 % of the appraised value; and cannot be
subdivided to make another house.

Prohibited Features Include - In-ground swimming

pools and income producing properties. (Exception
502 Guaranteed Program — AN 4701)



* The standard term of a Section 502 loan is 33 years.
(Applicants unable to afford a loan at 33 year term
and have incomes at or below 60 percent of AMI are
eligible for an extended term of 38 years.)

» The borrower’s payment for PITl is the higher of:

24 percent of borrower’s adjusted annual income; less any
eligible leveraged loan payment; less taxes & insurance; or

Principal payment calculated at 1 percent on the RD loan,
plus any eligible leveraged loan payment, plus taxes &
insurance.

An eligible leveraged loan for the purposes of payment
subsidy only, is a loan with payments amortized over a
period not less than 30 years and an interest rate not
exceeding 3 percent. (2 % maximum over agency rate)




Payment will never be more than the payment
calculated at RD Market Rate at time the loan
was made. (Fixed Promissory Note Rate)

Private Mortgage Insurance (PMI) is not
required.



A down payment is not required. Loans may
be made for up to 100 percent of the market
(appraised) value. If the sales price of the
property is equal to or less than the appraised
value, no down payment is needed.

Asset Limitations - Cash value above limits
must be used toward down payment. Non-

retirement Assets vary for Non-elderly (>
$15,000) and Elderly (> $20,000).



Income Eligibility Limits
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Property Eligibility

Shannon County, SD

ngrams VERY LOW INCOME 20750 23700 26650 29600 32000 34350 36750 39100
b LOW INCOME 33150 37900 42600 47350 51150 54950 58700 62500
- % MODERATH INCOME 38650 43400 48100 52850 56650 60450 64200 68000
Single Family Housing 36 YEAR THEM 25050 28600 32200 35750 38600 41450 38350 47700
b F ; ADT. MEDIAN INC.** 41500 47400 53300 59200 £4000 §8700 73500 78200
Multt amﬂ}'Hnusmg Spink County, SO
VERY LOW INCOME 21750 24850 27950 31050 33550 36050 38550 41000
b Business Programs LOW INCOME 34800 39750 44750 23700 53700 57650 61650 65600
MODERATH INCOME 40300 45250 50250 55200 59200 63150 67150 71100
. 38 YEAR TERM 27050 30900 34800 38650 41750 44850 47950 51000
4 Satellite Grant Program ADJ. MEDIRN INC.** 43500 49700 55000 §2100 £7100 72100 77100 82000
b . Stanley County, 5D
Water & Environmental VERY LOW INCOME 22450 25650 28850 32050 34650 37200 39750 42350
: LOW INCOME 35900 41050 46150 51300 55400 59500 63600 67700
MODERATH INCOME 41400 46550 51650 56300 60900 £5000 69100 73200
36 YEAR THEM 26900 30750 34600 38450 41550 44600 47700 50750
Future E]igihlﬁ Areas ADT. MAODIAN INC.** 44500 51300 57700 64100 69300 74400 79500 84700
Sully County, 8D
Prngrgms VERY LOW INCOME 21750 24850 27950 31050 33550 36050 38550 41000
LOW INCOME 34800 39750 44750 43700 53700 57650 61650 65600
S : MODERATH IHCOME 40300 45250 50250 55200 59200 63150 67150 71100 L
Smglt Faﬂlil}' Housmg 36 YEAR THEM 27050 30a00 34800 38650 41750 43850 47950 51000
ADT. MEDIAN INC.** 43500 49700 55000 §2100 £7100 72100 77100 82000
¥ Multi Family Housing Todd County, SO
VERY LOW INCOME 20750 23700 26650 29600 32000 34350 36750 39100
LOW INCOME 33150 37900 42600 47350 51150 54950 58700 62500
MODERATH INCOME 38650 43400 48100 52850 56650 60450 64200 68000
ik 38 YEAR TERM 25050 28600 32200 357350 38600 41450 44350 47200
Income E]lglbl]ltj' ADJ. MEDIRN INC.** 41500 47400 53300 58200 £4000 £8700 73500 78200
Programs Tripp County, D
VERY LOW INCOME 20750 23700 26650 29600 32000 34350 36750 39100
[ X LOW INCOME 33150 37900 42600 47350 51150 54950 58700 62500
S‘mgll: Family Housing MODERATH THCOME 38650 43400 48100 52850 56650 60450 64200 68000
36 YEAR THEM 25050 28600 32200 35750 38600 41450 44350 47200
ADJ. MEDIAN INC.** 41500 47400 53300 59200 £4000 §8700 73500 78200

e Internet




Have an adjusted income at or below
applicable low-income limit at loan approval;

Be unable to obtain sufficient credit from
another source;

Agree to personally occupy the dwelling;



Meet citizenship or eligible non-citizen
requirements;

Have the legal capacity to incur a loan
obligation;

Not be suspended or debarred from
participation in Federal programs;

Demonstrate both the willingness and ability to
repay the loan.



Security and Ownership Position

* RD must be able to foreclose to settle debt. Therefore, RD
will seek the best mortgage obtainable. At closing applicant
must have an ownership position acceptable to RD which
can include: (HB-1-3550, Section 4)

O Fee Simple Ownership — Title evidenced by a deed with
full interest in property to borrower;

O Secure Leasehold Interest — Term must be at least 150
percent of mortgage term;

O Life Estate or Undivided Interest — May require others
with interest to co-sign;

O Possessory Rights — Native American Lands.




Repayment Ratios




HAC

* The Rural Energy Plus Program which allowed a 2%
increase to both ratios if the home purchased
meets certain energy efficiency standards was
discontinued. (Unnumbered Letter 09-10-12)

* New Homes Constructed Under Specific Efficiency

Programs as a Compensating Factor.
(Unnumbered Letter 02-14-13)

Homes built to exceed International Energy
Conservation Code results in greater energy
efficiency and lower homeowners utility costs by

up to 30 percent.




HAC

* When a new home is constructed under a specific
energy efficiency program will be used as a

compensating factor, t
exceed the established

ne gqualifying ratios may
thresholds by up to two

percentage points. (VL

31/43-LI 35/43 PITI/TD)

» Efficiency programs include:

Energy Star for New Homes — U.S. EPA

Green Communities — Enterprise Community Partners

Challenge Home — U.S. Department of Energy

Leadership in Energy and Environment Design (LEED) — U.S. Green

Building Council

National Green Building Standard — National Association of Home

Builders



Other Unnumbered Letters

RD UNNUMBERED LETTERS

Dated Subject

Discontinuation of the Rural Energy Plus Program Single
Family Direct Loan Program

Processing Joint Application for Assistance Single Family
Housing Direct Program

Modest Housing Determination

Property and Repair Inspections for Direct Single Family
Housing Programs in Fiscal Year 2013

New Homes Constructed Under Specific Efficiency Programs as
a Compensating Factor

Establishing the 2013 Area Loan Limits

04-17-13 Single F_amily Housing Section 502 Direct Loan Application
Processing

09-10-12

10-23-12

01-07-13

02-14-13




If payments are subsidized through a reduction in
the interest rate, some of the subsidy granted may
have to be repaid when:

The title to the property transfers, or;
The borrower is no longer living in the dwelling;

Unless the borrower ceases to occupy the
property for a reason that is acceptable to RD.
(HB-2-3550, Section 5 of Chapter 2)



Special 502 Loan Servicing Authority

* |nterest Subsidy
* Workout Agreement

* Moratorium (7 CFR 3550.207)

O A moratorium is an agreement between RD and
a program borrower to suspend the requirement
for the borrower to make payments for up to a 2-
year period;

O A borrower must first be considered for payment
subsidy or an increase in payment subsidy.

» Restructure loan over remaining life of loan.




HAC

First-time homebuyers must complete
homeowner education training and receive a
certificate prior to closing.

Certificate valid up to one year prior to closing.

The RD State Office will maintain a list of providers
with costs to homebuyer (if any).

Packagers should refer borrowers to free
nomebuyer programs first.

f there is a charge, the fee may be included in the
oan.




» Packagers are subject to Civil Rights laws, the
requirements of RD Instruction 1901-E; and
other federal laws, including:

The Equal Credit Opportunity Act;

Title VIII of the Civil Rights Act of 1968 (Fair Housing Act), as
amended;

Civil Rights Act of 1964, Title VI,

Limited English Proficiency, Executive Order 13166;
Section 504 of the Rehabilitation Act of 1973;
Americans with Disabilities Act, Title Il;

Age Discrimination Act of 1975, as amended.




Required when marketing 5 or more housing
units; includes packaging. (HB-1-3550 and RD
Instruction 1901-E);

AFHMP goal is to reflect the demographics in
eligible communities (Most Recent Census);

The AFHMP should focus on reaching out to
under-served and unrepresented groups in the
service area and the outreach methods to
reach them.



To attract applicants least likely to apply for housing
in the housing marketing area regardless of their
race, color, religion, sex, national origin, disability or
familial status.

AFHMP plan remains in effect for 1 year;

Successful when community contacts are made.



Variations




HAC

A Separate Section 502 guaranteed loan program
provides government guarantees of loans made
by banks or other approved lenders such as state
housing agencies, lenders approved by HUD, VA,
Fannie Mae, or Freddie Mac;

Borrower incomes up to 115 percent AMI;

Lender underwrites, inspects, issues credit
waiver, sets interest and approves loan;

Term up to 30 years with no down payment
required.



Construction Options / Methods




Construction Options / Methods




Construction Options / Methods




HAC

A conditional commitment is not a reservation of
loan funds, nor a guarantee that an eligible loan

applicant will be available to purchase the
property.

Provides a reasonable assurance to the builder
that the home will be eligible for financing once it
is completed. Because an appraisal is completed, a

conditional commitment identifies the maximum
loan limit for the home and lot as developed.

Conditional commitments can be viewed as soft
commitments for lending purposes




USDA Section 502 Direct Homeownership
Loan Obligations, FY 2012
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USDA Section 502 Guaranteed Homeownership
Loan Obligations, FY 2012
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USDA Section 502 Direct Homeownership
Loan Obligations For Self Help Housing, FY 2012
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Purpose:

The Very Low-Income Housing Repair
program provides loans and grants to very
low-income homeowners to repair, improve,
or modernize their dwellings or to remove
health and safety hazards.



Eligibility:
Homeowner-occupants must be unable to
obtain affordable credit elsewhere and must

have very low incomes, (below 50 percent
of the area median income).

Repairs and improvements must make the
dwelling more safe and sanitary or remove
health and safety hazards.



Section 504 Home Repair Loans and Grants




Section 504 Home Repair Loans and Grants




Terms:

Grants must be repaid if the property is
sold in less than three years.

Repairs financed with grant funds must
result in the removal of health and safety
hazards.



Terms:

A grant/loan combination is made if the
applicant can repay part of the cost.

Loans and grants can be combined for up
to $27,500 in Section 504 assistance.



Standards:

Repaired properties need not meet RHS
code requirements, but water and waste
systems and related fixtures must meet
local health department requirements.

Water supply and sewage disposal systems
should meet RHS requirements.




Section 504 Home Repair Loans and Grants




Section 504 Home Repair Loans and Grants




USDA Section 504 Repair and Rehab Loan
Loan Obligations, FY 2012
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USDA Section 504 Repair and Rehab Grants
Grant Obligations, FY 2012
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Units "
18
12 \ .
: B %
Unlts Unlts
28 ;
Units %
Puerto Rico

Units & =

Dollars Obligated
_ US Virgin Islands

$7,375 - $132,891 = e

S P Units
| $132,892 - $300,824
e
1 $300,825 - $688,247
- $688,248 - $1.151,331 Produced by trxalgglt:‘s;?gn.:\snsci:stance Council
Jrf.!s\ s - $1,151,332 - $2,082,968 Source: HAC Tabulations of

USDA-RD 205 Report Data



For additional information on the Section 502
Direct Loan and 504 Home Repair Loan and
Grant Programs, and Rural Development,
contact the National Office, 1400 Independence
Avenue, S.W., Washington, DC 20250; 202-690-
1533, or your Rural Development State Office

which can be identified at
or

contacted by telephone through 202-720-4323.



Keep HAC in mind for potential training,
information, loan assistance, and as a gateway
to other federal programs, funding notices, or
housing information and policy in general;

Visit the HAC website at



Housing Assistance Council
1025 Vermont Ave Ste 606
Washington DC 20005
(202) 842-8600
hac@ruralhome.org
www.ruralhome.org

Southeast Regional Office

600 West Peachtree Street NW
Ste 1500

Atlanta, GA 30308

(404) 892-4824
southeast@ruralhome.org

Midwest Regional Office
10100 N Ambassador Dr
Ste 310

Kansas City, MO 64153
(816) 880-0400
midwest@ruralhome.org

Southwest Regional Office
3939 C San Pedro, NE

Ste 7

Albuquerque, NM 87110
(505) 883-1003
southwest@ruralhome.org

West Regional Office
717 K Street

Ste 404

Sacramento, CA 95814
(916) 706-1836
west@ruralhome.org






Resources

Housing Assistance Council —

Important Websites:

www.ruralhome.org W

Energy Star for New Homes — B

http://www.energystar.gov/index.cfm?c=..e§ ho
mes.hm_index

Enterprise Community Partners Green
Communities—

http://www.enterprisecommunity.com/solutions-
and-innovation/enterprise-green-communities







