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Financing Farm Labor Housing 
with 

USDA Section 514/516 Funding:

Completing the Construction and 
Lease Up Process

This is the final presentation in a series of three webinars presented by Tierra del 
Sol Housing Corporation and Community Resources and Housing Development 

Corporation in collaboration with the Housing Assistance Council to provide 
technical assistance services on the development of Farm Labor Housing using 

USDA Section 514/516 Funding
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Community Resources and Housing 
Development Corporation was established

in 1971 to address the intolerable conditions 
of migrant housing in rural Colorado through 
research and housing development

The mission has expanded over the years to 
address community needs in Urban and Rural 
markets on a state-wide and regional scale. This 
includes activities geared toward increasing the 
financial viability and sustainability of families 
and the communities in which they live and 
work.
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Tierra del Sol Housing Corporation 
(TDS)
was formed in 1973 to help rural New Mexicans achieve “the goal of a 
decent home and suitable living environment”.  

Today, Tierra del Sol is advancing the needs of farmworkers and rural 
families by sharing its technical expertise to help other organizations 
address their community’s housing needs through Farm Labor Housing 
Technical Assistance, Self-Help Homeownership Opportunities and 
Workforce Investment Opportunity programs offered throughout the 
region and nationally.  TDS also owns and manages more than 1,000 
rental housing units serving low income families and special populations 
which includes almost 300 units for farm workers.

Recognized as a leading producer of affordable housing in the 
Southwest, the success attained by Tierra del Sol could only be 
achieved through its  partnerships and collaborations with 
communities, housing advocates and stakeholders.
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What is 514/516?  

USDA Rural Development Section 514 is a loan that 
offers terms of 1% interest amortized over 33 years.

USDA Rural Development Section 516 is a grant. 
Only nonprofit organizations and government 
entities are eligible to receive a grant.

USDA allows up to $3,000,000 per project .

Section 521 Rental Assistance or Operating 
Assistance can also be awarded.
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LEAD TA PROVIDERS
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Notice to Proceed

Final Plans, specs, 
development costs, 

Final planning and 
zoning

CNA and Appraisal

Final operating 
budget, 

Management Plan, 
Management 
AgreementOut for bid and bid 

opening 

Finalize all 
funding 

commitments

USDA and all other funding 
commitment loan closings
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After the USDA legal review, USDA 
will issue written closing instructions

It is important to address each one of the items listed in 
the closing instructions.  This will often involve working 

with your legal counsel.  

Once all closing instructions have been met, and the 
required documentation has been submitted and approved 

by USDA, a closing date is set.
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Pre-Construction Conference
 As we discussed in the 2nd Webinar, after the 

contractor has been selected and approved 
by USDA, it is often possible to hold the 
pre-construction conference prior to loan 
closing with USDA.

 The pre-construction conference can also 
take place after loan closing, however, it is 
important to understand that the contractor 
may not start construction until after the 
pre-construction conference has taken place.
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Other Leveraged Funds

 All funds leveraged to finance the project 
need to be in place in order to close on 
the USDA loan.  This includes loans and 
grants.

 At the time of closing the USDA loan, it is 
necessary to also close on other lender 
financing to ensure all funds are in place 
to complete the project.
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Tracking Funds

 When there are multiple sources of funds 
in a project, the use of these funds need 
to be tracked.  Your TA provider can 
provide sample spreadsheets that will 
help to track these Sources and Uses.

 The next slide shows a sample Sources 
and Uses budget.
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Closing the Loan with USDA
Refer to Handbook 1-3560 Chapter 8

 Loan documents will need to be signed by 
staff that are authorized to sign them on 
behalf of the organization.  They will need to 
attend closing to execute the official closing 
documents.  

 It is also a good practice to have the project 
architect and legal counsel attend closing, 
particularly for those projects that are using 
LIHTCs.
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HANDBOOK 1-3560: 
MFH LOAN ORIGINATION HANDBOOK
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First Draw Preparation

You will prepare the first draw to request funds at 
loan closing.

This first draw should request reimbursement for 
eligible pre-development costs that were paid up-
front.   Back-up documentation is required including 
evidence of how payment was made.

Be sure to coordinate this draw with contractor.  If 
the contractor is ready to start construction, the 
first construction draw can be included.
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Monthly Construction Draws 
are submitted by the Contractor

Note changes
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Partial and Final Payment Requests 
are then submitted to USDA RD
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Change Orders

 Many projects typically have construction 
contingency of 5-10%.

 The use of contingency funds needs to be 
tracked as change orders are approved.
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Davis Bacon
 Even if the wage rates your project will be paying is higher than those 

required by Davis Bacon, the Contractor is still required to provide 
monthly payroll reports.  

 Compliance with Davis Bacon is conducted by one of two methods: 
either by a third-party firm hired by you, or when required by one of 
the funding sources, they will monitor Davis Bacon.  

 If there are issues of non-compliance with Davis Bacon, the jobsite can 
be shut down until compliance is met.

 A pre-construction meeting regarding Davis Bacon is required and 
provides necessary information regarding reports, review process, etc.
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Energy Efficiency Certification: 
Coordination and Testing

 Projects that proposed meeting an Energy Initiative so the project would be 
awarded higher points at pre-application are required to demonstrate 
compliance with these construction standards.

 Other sources of funding such as LIHTC, HOME and CDBG may also require 
compliance with certain Energy Efficiency/Sustainability programs. Some of the 
more common programs are:

◦ Enterprise Green Communities

◦ EnergyStar for High Rise (four stories or higher) or EnergyStar for Homes.   
To achieve EnergyStar certification, a HERS rater must be part of the 
development team.   The HERS rater will review and comment on 
construction drawings to ensure compliance with EnergyStar, and will also 
conduct at least three on-site inspections and testing.  The HERS rater can 
work through the Architect’s contract or by directly contracting with the 
developer. 

 It is important to monitor compliance with Energy Efficiency standards with 
the entire development team throughout the Design and Construction phases 
of the project. 
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Construction Close-Out and 
11 Year Warranty

 At the time of Construction Close-Out, a final walk-
through is conducted with USDA RD and the 
Construction, Design and Development team.

 After all punch list items are completed, the Architect 
will issue a Certificate of Substantial Completion.

 An 11-month walk-through should then be scheduled 
with the Construction, Design and Development team.
◦ The purpose of this second walk-through is to identify 

any construction issues that may need to be addressed 
under the General Contractor’s Warranty. 
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MARKETING 
AND 

LEASE-UP PHASE
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HANDBOOK 2-3560 
MFH ASSET MANAGEMENT HANDBOOK 
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Initial Lease-Up
 When property management services will be provided in-house:

◦ Provide training for staff on farmworker and income eligibility 
requirements,  forms and processes, the Property Management Plan and 
Affirmative Fair Housing Marketing.

 When property management services will be provided by a third-party 
property management agent:

◦ Select the Property Management Agent at least 90-120 days before 
occupancy is expected.

◦ Provide the Property Management Agent with copies of the Property 
Management Plan and the Affirmative Fair Housing Management Plan, 
and monitor their compliance with these Plans.

 Initiate marketing activities at least 90 days before occupancy is expected.   

◦ Wait lists can be set up during the construction phase of the project.
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Affirmative Fair Housing 
 Marketing efforts and marketing tools must comply 

with Affirmative Fair Housing requirements.

 Follow the Affirmative Fair Housing Marketing Plan 
(AFHMP) approved by USDA.  

 The Fair Housing Poster must be prominently 
displayed in all offices/locations in which rental 
activity takes place (24 CFR 200.620(e)).

 The AFHMP must be available for public inspection at 
all rental offices/locations (24 CFR 200.625). 
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How do we reach to potential tenants?

 Local growers, feedlots, packing plants
 Local HeadStart Programs
 Local Schools
 Local health care providers
 Local service providers
 Local housing authority
 Local refugee resettlement programs
 Local Department of Labor
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DETERMINING TENANT INCOME ELIGIBILITY 
AND RENT PAYMENT
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USDA’s Role in Monitoring the Project
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Project Management for Farm Labor Housing
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Any questions???
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Contact Information

Community Resources and 
Housing Development 

Corporation

Al Gold
Phone:  (303) 428-1448
Email:  algold@crhdc.org

Jo Untiedt
Phone:  (303) 399-3178
Email:  jo@crhdc.org

Tierra del Sol Housing Corporation

Rose Garcia
Phone: (575) 541-0477
Email:  roseg@tdshc.org

Sal Estrada
Phone: (575) 541-0477
Email:  tdsestrada@msn.com

Jeanne V. Shaw
Phone (520) 307-2654
Email:  JeanneS@tdshc.org
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