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Project statement footnotes
a/ Provided by the Emergency Supplemental Appropriations for Hurricanes Disasters Assistance Act of 2005, P.L.

108-324, signed October 13, 2004, for the purpose of serving communities affected by hurricanes and tropical
storms in calendar year 2003 or 2004.

b/ Provided by the Department of Defense, Emergency Supplemental Appropriations to Address Hurricanes in the
Gulf of Mexico, and the Pandemic Influenza Act, 2006, P.L. 109-148, signed December 30, 2005, for the
purpose of serving communities affected by hurricanes that occurred during the FY 2005 calendar year.

Provided by the U.S. Troop Readiness, Veterans' Care, Katrina Recovery, and Iraq Accountability
Appropriations Act, 2007, P.L. 110-28, signed May 25, 2007, for areas in Kansas hit by the tornadoes on May 6,

2007.

d/ The amount is rescinded pursuant to Section 752 of Division A, Title VII of P.L. 110-161.
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JUSTIFICATION OF INCREASES

An increase of $210,000 in section 504 housing repair grants ($29,790,000 available in 2008 ).

A small increase is provided to reestablish previous years’ funding levels.

An incfease of $1,000,000 in section 525 supervisory and technical assistance grants ($0 available in
2008).

This funding will be used to assist applicants who had applied for the direct loan program to help
them obtain funding through other programs such as the guaranteed loan program or other sources.
Funding will be directed to areas with the greatest need for housing.

An increase of $500,000 in section 509 compensation for construction defects ($0 available in 2008).

Section 509 grants provide protection to those who build their homes with section 502 program
funds by covering the cost of structural defects when the builder is unwilling or unable to meet
warranty obligations. Funds carry over to succeeding years. This request would replenish available

funding and meet anticipated need. :

An increase of $3,063.,000 in section 533 housing preservation grants ($8,937.000 available in
2008).

The Budget provides a $3 million increase in program level. In FY 2007 the housing preservation
grant program enabled non-profit providers to renovated more than 2,300 apartments to housing
code standards. This represents a decrease of more than 2,300 families living in substandard
housing. It is expected that this funding will be used to help facilitate the preservation of the multi-

family housing direct loan portfolio.
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RURAL HOUSING SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2007 Actual and Estimated 2008 and 2009

Farm Labor Housing Grants
2003/2004 Hurricanes for Natural Disaster

2007 2008 2009

Total Avail./Est. -- $976,396 1/ --
Migrant and Seasonal Grants for Natural Disaster

2007 2008 2009

Total Avail /Est. -- $16,000,000 1/ --

Cannot be distributed by geographic area in advance.
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RURAL HOUSING SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2007 Actual and Estimated 2008 and 2009

Very-Low Income Housing Repair Grants

2007 2008 2009

Alabama $945,054 $713,000 $713,000
Alaska 186,123 168,000 168,000
Arizona 930,322 449,000 449,000
Arkansas 763,009 568,000 568,000
California 665,149 1,161,000 1,161,000
Colorado 327,518 269,000 269,000
Connecticut 101,395 91,000 91,000
Delaware 143,229 85,000 85,000
Florida 477,738 o 749,000 749,000
Georgia 1,070,324 902,000 902,000
Hawaii 169,060 : 180,000 180,000
Idaho 303,250 - 210,000 210,000
Illinois 800,910 651,000 651,000
Indiana 676,388 593,000 593,000
Iowa 539,743 440,000 440,000
Kansas 492,420 336,000 336,000
Kentucky 907,139 662,000 662,000
Louisiana ' 385,165 595,000 595,000
Maine 418,848 265,000 265,000
Maryland 327,165 228,000 228,000
Massachusetts 236,211 145,000 145,000
Michigan 972,593 813,000 813,000
Minnesota 412,131 579,000 . 579,000
. Mississippi 900,257 665,000 665,000
Meissouri 898,879 690,000 690,000
Montana 180,534 181,000 181,000
Nebraska 382,982 242,000 242,000
Nevada 54,536 88,000 88,000
New Hampshire 345,270 : 145,000 145,000
New Jersey 229,945 124,000 124,000
New Mexico 365,523 350,000 350,000
New York 870,486 778,000 778,000
North Carolina 1,366,089 1,236,000 1,236,000
North Dakota 337,374 116,000 116,000
Ohio 931,593 843,000 843,000
Oklahoma 456,539 519,000 519,000
Oregon 353,473 436,000 436,000
Pennsylvania 1,078,794 1,008,000 1,008,000
Rhode Island 124,782 85,000 85,000
South Carolina 692,156 638,000 638,000
South Dakota 243,505 178,000 178,000
Tennessee 912,502 732,000 732,000
Texas 2,047,482 1,940,000 1,940,000
Utah | 246,300 122,000 122,000
Vermont 288,399 130,000 130,000
Virginia 696,234 . 646,000 646,000
Washington 474,995 488,000 488,000
West Virginia 476,250 384,000 384,000
Wisconsin 734,909 620,000 620,000
Wyoming 157,880 95,000 95,000
Western Pacific 617,546 500,000 500,000
Puerto Rico 657,517 393,000 393,000
Virgin [slands 89,354 85,000 85,000
Undistributed - 5,135,362 4,691,000

Total Avail /Est. $29,462,969 $30,444,362 $30,000,000




Missouri

Total Avail./Est.

Total Avail./Est.

Alabama
Florida
Louisiana
Mississippi
Texas

Total Avail./Est.

Total Avail./Est.
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RURAL HOUSING SERVICE

GEOGRAPHIC BREAKDOWN OF OBLIGATIONS

2007 Actual and Estimated 2008 and 2009

Very-Low Income Housing Grants for Natural Disaster

2007 2008
-- $2,000,000 1/

2007 2008 200
$21,287 -- --
$21,287 $12,609 1/ --
Very-Low Income Housing Grants

2003/2004 Hurricanes for Natural Disaster
2007 2008 2009
-- $133,991 1/ --

Very-Low Income Housing Grants
2005 Hurricanes for Natural Disaster
2007 2008 2009
$250,466 - - --
994,493 -- --
4,651,548 -- --
1,650,026 - -- --
579,280 -- --
$8,125,813 $6,723,457 1/ --
Very-Low Income Housing Grants
2007 Tornadoes for Natural Disaster

2009

1/ Cannot be distributed by geographic area in advance.



California
Colorado
Georgia
Kansas
Kentucky
Louisiana
Mississippi
Montana
New Mexico
North Carolina
South Dakota
Texas

Total Avail./Est.

Mississippi
North Carolina
Tennessee
West Virginia
Virgin Islands

Total Avail./Est.

1/ Cannot be distributed by geographic area in advance.
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RURAL HOUSING SERVICE

GEOGRAPHIC BREAKDOWN OF OBLIGATIONS

2007 Actual and Estimated 2008 and 2009

Supervisory and Technical Assistance Grants

2007
$115,000
83,179
60,000
100,000
100,000
100,000
100,000
113,000
100,000
100,000
100,000
2,000

2008

$1,073,179

$1,000,000 1/

—
~

Compensation for Construction Defects Grants

-2007
$25,880
11,550
4,859
17,965
3,500

2008

1383
(=3
\O

$63,754

$199,502 1/

$500,000 1/
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RURAL HOUSING SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
Actual 2007 and Estimated 2008 and 2009

Rural Housing Prescrvation Grants

2007 2008 2009
Alabama $282,713 - -
Alaska 50,000 - -
' Arizona 228,858 - -
Arkansas 238,792 - -
California 535,000 - -
Colorado 71,561 - -
Connccticut 50,000 - -
Dclaware 50,000 - . -
Florida 261,513 - -
Georgia 329,436 - -
Hawaii 67,301 - -
[linois 271,165 - -
Indiana 183,758 - -
lowa 184,157 - -
Kansas 188,133 - -
Kentucky 325,561 - -
Louisiana 405,084 - -
Maine 98,000 - -
Maryland 75,000 - -
Massachusctls 67,557 . - -
Michigan 476,421 - -
Minncsota 142,525 - -
Mississippi . 505,740 - -
Missouri 234,648 - -
Montana 52,819 - -
Ncbraska 60,742 ’ - -
New Hampshire 100,000 - -
New Jerscy 50,000 - -
New York 252,000 - -
North Carolina 383,100 - -
North Dakota 50,000 - -
Ohio 293911 - -
Oklahoma 217,348 - -
Orcgon 174,500 - -
Pcnnsylvania 314,101 - -
Rhode Island 50,000 - -
South Carolina 229,165 - -
South Dakota 50,000 - -
Tenncssee 432,900 - } -
Texas 651,289 - -
Utah 50,000 - -
Vermont 134,000 - -
Virginia 226,610 - -
Washington 186,013 - -
West Virginia 204,180 - -
Wisconsin 199,781 - -
Wyoming 50,000 - -
Pucrto Rico 419,398 - -
W. Pacific Arcas 55,119 - b
Total Avail /Est. $10,209,905 $9.593,704 1/ $12,000,000 1/
Processing Workers Housing Grants
2007 2008 2009
Mississippi $630,000 - -
Total Avail/Est. $630,000 $5,975,989 1/ -

1/ Cannot be distributed by geographic arca in advance.
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RURAL.HOUSING SERVICE
RURAL HOUSING ASSISTANCE GRANTS

Classification by Objects
2007 Actual and Estimated 2008 and 2009

FY 2007 FY 2008 FY 2009
Other Objects: '
41 Grants, subsidies, and contributions. .. ... $50,543,307 $72,081,706 $43,500,000
Total direct obligations...... ................. T 50,543,307 72,081,706 43,500,000
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RURAL HOUSING SERVICE

The estimates include appropriation language for this item as follows (deleted matter enclosed in brackets):

Mutual and Self-Help Housing Grants

[For grants and contracts pursuant to section 523(b)(1)(A) of the Housing Act of 1949 (42 U.S.C.
1490c), $39,000,000, to remain available until expended: Provided, That of the total amount .
appropriated, $1,000,000 shall be available through June 20, 2008, for authorized empowerment
zones and enterprise communities and communities designated by the Secretary of Agriculture as

Rural Economic Area Partnership Zones.]

This change eliminates the funding for mutual and self-help housing grants.
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RURAL HOUSING SERVICE

Analysis of Change in Appropriation

MUTUAL AND SELF HELP HOUSING GRANTS
(On basis of loan level, subsidy, and grants)

Grants
Appropriations Act, 2008 ............cooiiiiiiiiiiiii $39,000,000
Budget Estimate, 2009, .........oooiiiiiiiiiii 0
Decrease in APProPriations. ... ... uueeiueeueeuneineitieiee e et eeeneeenenrenreneeaenennns e -39,000,000
Adjustments in 2008:
Appropriations Act, 2008..............cccviiiiinnin $39,000,000
Rescission under P.L. 110-161 a/....................... -273,000
Adjusted base for 2008.............ccciiiiiiiii $38,727,000
Budget Estimate, 2009.............ccooiiiiiiiiiiiii 0
Decrease over adjus_ted 2008, ..t et e s -38,727,000

a/ The amount is rescinded pursuant to Section 752 of Division B, Title VIl of P.L. 110-161.
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PROJECT STATEMENT

(On basis of appropriation)
(In thousands of dollars)

2007 2008 Increase or 2009
Item of Change Actuals Budget Decrease Estimated

Mutual and self-help housing grants..... $35,456 $38,727 -$38,727 (1), $0
Total Available or Estimate............... 35,456 38,727 -38,727
Recovery of prior year obligations...... -2,361 0 0
Unobligated balance available,

start of year..........oooveiiiineininnny -715 0 0
Unobligated balance available,

end of year..........cooooviviniiniiniinn 1,280 0 0
ResCiSSion @/ ..uvvvuieenanninininiininnns, 0 273 -273
Total Appropriation..............coeeune... 33,660 39,000 . -39,000
Staff years are reflected in the Salaries and Expenses Project Statement.
a/ The amount is rescinded pursuant to Section 752 of Division B, Title VII of P.L. 110-161.

PROJECT STATEMENT
(On basis of obligations under available funds)
(In thousands of dollars)
2007 2008 Increase or 2009
Item of Change Actuals Budget Decrease Estimated

Mutual and self-help housing grants....| $35,456 $40,007 -$40,007 $0
Total Available or Estimate............... 35,456 40,007 -40,007 0
Recovery of prior year obligations...... -2,361 0 0 0
Unobligated balance available,

start of year.........cocooeviiviniiiininns -715 -1,280 1,280 0
Unobligated balance available,

endofyear..........o.ooeiiininiiin, 1,280 0 0 0
ReSCIiSSION 8/ +ovvvieeeeeineiiaiieninnnns 0 273 -273 0
Total Appropriation............coeeeenn.... 33,660 39,000 -39,000 0

~ Staff years are reflected in the Salaries and Expenses Project Statement.

a/ The amount is rescinded pursuant to Section 752 of Division B, Title VII of P.L. 110-161.



M
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JUSTIFICATION OF DECREASE

A decrease of $38,727.000 in mutual and self-help housing grants ($38,727.000 available in 2008)

Consistent with the strategic goal of moving away from grants and towards guaranteed lending, the
mutual self help grant program will be eliminated in FY 2009 along with the elimination of the section
502 direct program and rededication of staff to other program areas. As noted, this supports the
President’s Management Agenda to reduce the cost of originating, servicing, and liquidating loans.
The very low-income, minority families that predominate the program may be able to purchase a
smaller, less costly home in many areas with a guaranteed loan or with assistance from other state and

local programs.
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RURAL HOUSING SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2007 Actual and Estimated 2008 and 2009

Mutual and Self-Help Housing Grants

2007 2008 2009
Alabama $10,000 .- -
Alaska 483,360 - -
Arizona 562,200 - -
Arkansas 860,877 - -
California 11,800,685 - --
Colorado 1,475,572 -- -
Delaware 732,884 . - -
Florida 1,989,577 » - --
Georgia 250,000 - -
Hawaii 889,458 - -
Idaho 367,200 - -
Illinois 154,440 - -
Indiana 176,000 - -
Towa 250,000 - -
Kansas ‘ 1,033,000 - -
Kentucky 250,000 - -
Louisiana 492,450 - -
Maryland 472,175 - -
Michigan 294,000 - --
Minnesota 10,000 - -
Mississippi 10,000 - -
Missouri 183,000 - -
Montana 1,350,954 - -
Nevada 249,930 - -
New Mexico 649,470 - -
North Carolina 409,200 - -
North Dakota 10,000 - -
Oklahoma 1,430,748 -- -
Oregon 832,223 . - --
Pennsylvania 140,400
South Carolina ) 250,000 - -
South Dakota 286,250 - -
Tennessee 470,061 - } -
Texas 212,800 - --
Utah 2,266,080 - -
Washington 3,662,566 -- -
West Virginia 134,460 - --
W. Pacific Areas 256,700 -- -
Department of Interior 97,400 -- -
Total Avail./Est. $35,456,120 $40,006,938 1/ --

1/ Cannot be distributed by geographic area in advance.
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RURAL HOUSING SERVICE
MUTUAL AND SELF HELP HOUSING GRANTS

Classification by Objects
2007 Actual and Estimated 2008 and 200_9

FY 2007 FY 2008 FY 2009
Other Objects:
41 Grants, subsidies, and contributions...... $35,456,119 $40,006,938 $0
0

Total direct obligations................ccovueuennnn, 35,456,119 40,006,938
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RURAL DEVELOPMENT HOUSING PROGRAMS

STATUS OF PROGRAMS

Current Activities:

In order to meet the Rural Development (RD) strategic goal of improving the quality of life in rural
America, the housing programs provide loans and grants for housing and community facilities. This
includes the funding of single family homes, housing for low-income persons, the elderly and disabled,
housing for farm laborers, childcare centers, fire and police stations, hospitals, libraries, nursing homes,
schools, and other housing and community facilities.

For nearly 60 years, USDA’s direct and guaranteed loan programs have provided a helping hand to low
income rural families seeking homeownership. Since the first loan closed in 1950, more than 2.5 million

families have benefited with loans or guarantees totaling more than $97 billion.

The community facilities (CF) program provides direct and guaranteed loans and grants to rural
communities for the development of essential community facilities. Eligible applicants are units of local
government, nonprofit corporations, and Federally-recognized Indian tribes. Eligible project types include
health care facilities; fire, rescue, and public safety buildings, equipment, and vehicles; education and
cultural facilities; and streets, sidewalks, and bridges.

Historically, the greatest amount of CF funding has gone for health care projects, while the largest number
of loans or grants is in the area of fire, rescue, and public safety. In FY 2007, more than $253 million was

invested in 147 health care facilities serving more than 4.3 million rural residents. During the same period,
668 communities received more than $149 million to finance fire, rescue, and public safety facilities and

equipment.
Specific areas being addressed currently include:

1. Further development of an automated forecasting process to standardize the budget estimation method
in order to achieve more accurate budgeting of rental assistance.

2. The improvement of internal controls to strengthen verification methods of tenant income in order to
reduce the risk of improper rental assistance subsidy payments, thereby reducing the incidence of
waste, fraud and abuse at properties financed by Rural Development.

3. The rental assistance program is subject to Improper Payments Information Act compliance and
guidance to State offices has been provided to help ensure appropriate subsidy calculations by multi-
family property managers and borrowers.

Selected Examples of Recent Progress: Recent accomplishments under this appropriation item cited below
by program: o ,

Multi-Family Housing (MFH) Programs

Section 521 Rental Assistance Program:

o  The program instituted a new initiative in FY 2006 for more efficient and effective utilization of rental
~ assistance. As a result of these efforts, the number of tenants paying more than 30 percent of their
income towards rent has been reduced by 9 percent since FY 2006.
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e The Section 521 program continues to focus on tenant income verification and ensuring payment of the
appropriate subsidy. New regulations issued in early 2005 continue to be refined; proposed legislation
on wage matching on a national scale is being drafted; and the program conducts annual audits of
improper payments through the Improper Payment Information Act compliance efforts.

e InFY 2007, the program utilized one-year and two-year rental assistance contracts for borrowers. This
is a significant change from the last three years when four-year contracts were offered. The move to
one-year contracts in FY 2008 will eventually bring almost all (270,000) contracts into one year
renewal terms by 2011.

Section 514/516 Farm Labor Housing Program

The farm labor housing program is the only national source of construction funds for dedicated farm labor
housing. This program provides loans and grants to build housing for both migrant and year-round farm
laborers. Funds may also be used for related facilities such as on-site child care and community buildings.
Funding is annually made available through a competitive process, giving priority to proposals with
leveraged assistance.

Multi-family housing financed the construction and repair of more than 1,285 farm labor housing units in
FY 2007. The selection process for farm labor housing loans and grants is conducted through a Federal
Register notice and an annual survey from the states. The notice and the survey establish criteria used by
RD to allocate these loans and grants. One criterion used in the selection process is the amount of outside
financing in the project. RD has stressed attracting other funding sources to these properties.

Section 515 Direct Rural Rental Housing Loans:

Multi-family housing financed more than 4,400 units of housing with the Section 515 rural rental housing
program in FY 2007. These units represent just over $99 million in funding for the construction of new
affordable housing units, and the repair/rehabilitation of existing housing. In addition, the multi-family
housing preservation and revitalization demonstration program preserved an additional 936 units in the
existing portfolio using $8.4 million in Section 515 funds allocated to the demonstration program.

RD continues to developed partnerships with Freddie Mac, Fannie Mae and Ginnie Mae to get the funding
sources provided by these conduits to work with our programs. RD has a pilot initiative with Freddie Mac
to make first mortgage loans, after RD subordinates to provide rehabilitation funding for older Section 515
properties. RD has partnered with Ginnie Mae to provide new construction financing and repair financing
in the Section 538 guaranteed rural rental housing properties.

PART Assessments
The multi-family housing direct loan and rental assistance programs underwent a reassessment in June

2005 for FY 2007 and received a rating of “moderately effective.” For the reassessment, program managers
adopted new, ambitious targets, an efficiency measure, and more strategic annual and long-term goals and
performance measures. The new targets are outcome-oriented, and refer to goals such as reducing rural
homelessness and improving the overall quality of the multi-family housing portfolio.

One of the main components of the MFH PART Improvement Plan includes actions to address dilapidated
properties currently within the portfolio and help borrowers revitalize their RD-financed properties. RD
will seek passage of new legislation which creates new opportunities and incentives for borrowers to
revitalize their properties. New regulations were developed in 2007 to support these efforts. Another
component of the plan is implementing and tracking new long-term measures, as well as developing and
improving current annual goals so that they tie more directly with funding decisions. New measures are to
be reviewed and adopted by March, 2008.
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Section 538 Guaranteed Rural Rental Housing Program:

In FY 2007, the guaranteed rural rental housing program (GRRHP) obligated funds for the construction,
repair, and rehabilitation of approximately 4,100 affordable rural rental housing units. Over 20 percent of
these units were from existing 515 projects. Out of the 4,100 affordable housing units, over 2,500 are

newly constructed.

Section 533 Housing Preservation Grants Program:

The housing preservation grants program strives to improve the quality of existing multi-family housing
units through partnerships with various local organizations. Multi-family housing raised the quality of
housing for more than 2,400 families in FY 2007. The $10.2 million housing preservation grants funds
awarded in 2007 were matched with more than $29 million from other funding sources. This leverage ratio
of approximately 3 to 1 enabled multi-family housing to exceed its FY 2007 goal of approximately 2,200
family housing units repaired to meet housing standards.

Single Family Housing Programs

Section 502 Direct and Guaranteed Single Family Housing Loans:

RD rolled out an automated underwriting system known as the guaranteed underwriting system (GUS).
GUS enables participating private-sector lenders to make loans faster and less expensively, results in better
quality loans and more consistent program delivery, and fulfills legal requirements under the Freedom to E-
File Act and the Government Paperwork Elimination Act.

Private-sector lenders have been delighted with the GUS and participation is on the up rise. FHA, who
does not have a full service automated underwriting system has requested to participate in GUS so that
lenders can process FHA loans through GUS.

PART Assessments
The 502 single family housing guaranteed loan program was reassessed during FY 2007. The reassessment

resulted in the program's rating to be elevated from “moderately effective” to “effective”. The
reassessment found the program to be well-targeted, using both income and location for criteria, though
there was some redundancy with FHA and VA insured/guaranteed programs. Single family housing
program managers developed more aggressive annual and long-term performance measures and targets
during the first half of FY 2007.

The single family housing direct loan program last underwent a PART assessment in FY 2004 and received
a rating of ‘moderately effective’. OMB reported the program is well managed and targeted. Improvement
plans include: a) more aggressive delinquency and foreclosure rate targets, b) expanding automation
initiatives, such as the Guaranteed Underwriting System (GUS), facilitating successful homeownership,
and c) promoting successful homeownership by setting aggressive targets for troubled loan workouts.

Community Facilities Program

As a result of the emphasis on financing critical access hospitals, 147 such facilities have received more
than $485 million in community facilities financing from FY 2001 through FY 2007. Several of these
facilities have received nation-wide attention as successful models that other rural communities can follow.
In addition, as program staff develops expertise and relationships with lenders and other health care
financing experts, they are able to provide guidance to smaller rural communities without staff expertise in

this complex area.
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Although the outreach and marketing project was initiated in the middle of FY 2007, it bore immediate
results. For the first time in program history, the guaranteed loan program allocations were fully utilized.
Activity level remains high in the early months of FY 2008.

PART Assessments
The CF program received a score of “moderately effective” after submitting a reassessment in FY 2006.

New efficiency and long-term performance measures have been developed to more directly tie program
performance RD’s strategic objectives and over-all mission. The program has set goals of increasing the
percentage of the rural population with access to new or improved health care services from 3.8 to 6
percent by 2010. This goal was met in FY 2007, in large part due to the current focus on critical access
hospitals. Program officials are re-evaluating this goal for FY 2008 and beyond. The CF program’s
improvement plan includes monitoring the current annual measure inputs to ensure that they continue to
provide ambitious targets and that goals will be achieved. We are working to obtain tangible statistics to
create and improve performance measures. Since this task involves the creation of a performance-related
computer model tailored for Rural Development programs, successful completion is dependent upon
funding. The final step in the improvement plan entails rewriting program regulations to address identified
concerns and deficiencies. While action has begun in each of these areas, completion remains several years
in the future, due to the complexity of the tasks.
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RURAL DEVELOPMENT HOUSING PROGRAMS

Summary of Budget and Performance
Statement of Goals and Objectives

The agency has one strategic goal and one strategic objective that contribute to one of the Department’s Strategic
Goals and one of the Department’s Strategic Objectives.

Grants

Processing Workers Housing
Grants

Credit Sales of Acquired Property

— Single Family Housing

Credit Sales of Acquired Property

- Multi-Family Housing
Multi-Family Housing Revitalization
Project

Sec. 542 Multi-Family Housing
Voucher Program

Rental Assistance Voucher Program

USDA Agency Agency Programs that Contribute Key Outcome
Strategic Strategic Objectives
Goal/Objective Goal
USDA Agency Objective 2.1: | Sec. 502 Guaranteed Single Family Key Outcome 1:
Strategic Goal | Goal 2: Provide Housing Purchase Decent, safe and
3: Improve decent, safe Sec. 502 Guaranteed Single Family affordable housing
Support the quality | and affordable | Housing Refinance '
Increased of life in housing Sec. 538 Guaranteed Multi-Family Key Outcome 2:
Economic Rural Housing Develop community
Opportunities America Objective 2.2: | Sec. 504 Very Low Income Housing infrastructure
and Improved Develop Repair Loans
Quality of Life community Sec. 504 Housing Repair Grants
in Rural infrastructure | Sec. 524 Housing Site Development
America Loans
Sec. 523 Self-Help Land Development
USDA Housing Loans
Strategic Sec. 521 Rental Assistance Program
Objective 3.2: Grants
Improve the Sec. 502 Rental Assistance Program
Quality of Life Grants
Through USDA Sec. 514 Farm Labor Housing
Financing of Loans _
Quality Sec. 516 Domestic Farm Labor
Housing, Housing Grants
Modemn Sec. 523 Mutual and Self-Help
Utilities and Housing Grants
Needed Sec. 525 Supervisory and Technical
Community Assistance Grants
Facilities Sec. 533 Housing Preservation
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USDA
Strategic
Goal/Objective

Agency
Strategic
Goal

Agency
Objectives

Programs that Contribute

Key Outcome

USDA
Strategic Goal
3:

Support
Increased
Economic
Opportunities
and Improved
Quality of Life
in Rural
America

USDA
Strategic
Objective 3.2:
Improve the
Quality of Life
Through USDA
Financing of
Quality
Housing,
Modern
Utilities and
Needed
Community
Facilities

Agency
Goal 2:
Improve
the quality
of life in
Rural
America

Objective 2.2:
Develop
community
infrastructure

Rural Community Programs

Community Facility Direct
Loans

Community Facility
Guaranteed Loans

Community Facility Grants

Key Outcome 2:
Develop community

infrastructure
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Strategic Objective and Funding Matrix

RURAL DEVELOPMENT

USDA STRATEGIC OBJECTIVE 3.2: Improve the Quality of Life Through USDA Fmancmg of Quality
Housing, Modern Utilities, and Needed Community Facilities

Strategic Objective and Funding Matrix
(On basis of appropriation)

2007 Actual 2008 Estimated 2009 Estimated
Staff Staff Increase or : Staff
Amount Years Amount Years Decrease Amount Years
Strategic Objective 3.2
Rural Housing
Programs 5,451,862 3,837 | 7,260,600 4,100 -379,131 | 6,227,872 3,736
Rural Community
Programs 609,103 1,107 | 561,320 1,183 -33,446 512,430 1,078
Total, Strategic
Objective 3.2 6,060,965 4,944 | 7,821,920 5,283 -412,577 | 6,740,302 4,814
Total, Available 6,060,965 4,944 | 7,821,920 5,283 -412,577 | 6,740,302 4,814

Selected Accomplishments Expected at the FY 2009 Proposed Resource Level:

Section 502 guaranteed loan program
The FY 2009 program level will enable the program to provide additional expected service to lower income

borrowers as well as offset housing cost increases. It also provides ample funding to meet greater anticipated
demand as the direct loan program is eliminated and guaranteed loans are increasingly targeted to lower income

households.

The goal in FY 2009 is to provide about 42,500 homeownership opportunities for low- and moderate-income rural
families. About 30 percent of guaranteed loans are made to low-income households. This projection is based on an
average home purchase loan of $113,171 — based on annual increases of 5 percent from the average loan in FY

2007.

Rural Development intends to manage the guaranteed loan portfolio with a goal of keeping its loan delinquency rate
70 basis points lower than the FHA delinquency rate in FY 2008. FHA loans, like guaranteed loans, are serviced by
the private sector. Even though guaranteed loans are ‘means tested,” the guaranteed loan portfolio has performed

better than FHA over the past several years.

In FY 2009, the guaranteed underwriting system is expected to increase the number of lenders submitting
guaranteed loans by providing a simple and cost-effective electronic submission alternative. More lenders
competing and doing business in rural America will result in lower costs to rural residents, thereby increasing
affordable housing. Changes underway to the guaranteed underwriting system in FY 2008 will increase its
effectiveness and increase its “user friendliness” to lenders. More lenders competing and doing business in rural
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America will result in lower costs to rural residents, thereby increasing affordable housing. The guaranteed
underwriting system will enable participating private-sector lenders to make loans faster and less expensively, will
result in better quality loans and more consistent program delivery, and will fulfill legal requirements under the
Freedom to E-File Act and the Government Paperwork Elimination Act.

Section 521 rental assistance program
Rural Development expects to renew approximately 230,000 units for a one-year term in the Section 521 rental

assistance program in FY 2009, with a combination of traditional rental assistance and rural assistance vouchers.
This represents about eighty-two percent of all available rental assistance units. Previously, these renewals were
funded for multiple years and the costs of renewal were staggered over a period of time. The. one-year term
eliminates that staggered funding, so that in 2010, almost all existing rental assistance units will need renewal
funding. Rental of this assistance will allow Rural Development housing programs to continue to provide
affordable housing to the very-low-income residents of Section 515 and Section 514 rural rental housing. Rural
Development has been evaluating possible methods of reducing the portfolio’s dependence on rental assistance and
ways to moderate the growth of rental assistance to lessen the budgetary impact of this subsidy program.

Section 538 guaranteed rural rental housing program

Rural Development has established an ongoing dialog with major program participants as well as mortgage finance
industry associations and secondary market entities, including State Housing Finance agencies. We keep them
informed of funding and program issues and they keep us informed of their needs as lending institutions. Through
automation initiatives, Rural Development loan guarantees will be faster and more economical for both lender and
customer. In addition to the establishment of an Electronic Data Interchange facilitating electronic reporting and a
dynamic mapping facility to determine program-eligible areas, ongoing efforts include the development of
automated systems to facilitate underwriting, guarantee fee collection and issuance and loss claim processing, based
on systems already in use and familiar to our private partners.

Rural Development expects to see increased demand for the Section 538 loan guarantee program in FY 2009.
However, given the program level of $300 million with no Interest Credit, Rural Development expects that 6,410
units will be constructed or rehabilitated in FY 2009. The Interest Credit buy-down is an attractive component of
the program and one that makes housing in rural America affordable. Without the Interest Credit, the attractiveness

and utilization of the program are minimized.

Rural Development plans to attract more external funding to Section 538 financed properties. Increasing the
leverage of external funding dollars for each Rural Development guarantee dollar with enable Rural Development to
rehab or construct more units. Through these increases, Rural Development expects to be able to build or renovate
more units with little or no increase in Rural Development funding beginning in FY 2009.

Community Facilities Program
In Fiscal Year (FY) 2007, the community facilities (CF) program undertook a major outreach and marketing effort

in support of the guaranteed loan program. The elements and standards for all employees involved in the program at
the state and area office levels were modified to specifically include marketing efforts to make each employee
directly responsible for the success of the program. Training and marketing tools were developed and made
available, and a series of regional training meetings held to prepare staff to meet these new responsibilities. The
training sessions continue in FY 2008 and additional training through various media, such as webinars, will be
offered as needed. Although this effort was underway for only a few months of the fiscal year, the full appropriation
of guaranteed loan funds was utilized for the first time in program history.

For FY 2009, CF will continue its focus on health care and public safety as primary financing purposes. Critical
access hospitals in rural areas are vitally important for rural America, and there is a significant need for financing of
both major renovations and replacement hospitals. Addressing this need will continue to be a major focus.
Likewise, the various types of public safety vehicles, equipment, and structures are increasingly important in the
modern world. Rural communities must stand ready to assist not only their own residents, but may be called upon to
support their more urban neighbors in time of disaster. Rural Development will continue to provide financial

support in this area.
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Goal 2: Improve the Quality of Life in Rural America

Key Outcome: Decent, safe and affordable housing.

Key Performance Measures:
e  Measure #1: Homeownership opportunities

e  Measure #2: Units selected for construction or rehabilitation

RURAL DEVELOPMENT HOUSING PROGRAMS
Summary of Budget and Performance
Key Performance Outcomes and Measures

2004 2005 2006 2007 2008 2009
Performance Measure Actual Actual Actual Actual Target Target
Performance Measure #1
Homeownership
opportunities
Section 502 guaranteed
loans
a. Units 31,751 34,251 31,131 32,481 36,363 42,362
b. Dollars (billions) $3.2 $3.0 $2.9 $3.3 $5.0 $4.8
Performance Measure #1
Homeownership
opportunities
Section 502 direct loans
a. Units 14,643 11,744 11,041 11,051 10,490 0
b. Dollars (billions) $13 $1.1 $1.1 $1.1 $1.1 $0

Note: A significant number of Sec. 502 Guaranteed and Direct loans were made in FY 2006-07 with supplemental

Hurricane funding. These are not included above.
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Performance Measure

2004
Actual

2005
Actual

2006
Actual

2007
Actual

2008
Target

2009
Target

Performance Measure #1
Homeownership
opportunities

Section 523 mutual self-
help grants

a. Units

b. Dollars (millions)

1,525

$35.3

1,746

$42.1

1,474

$34.0

1,277

$35.5

1,250

$40.0

$0

Performance Measure #2
Units selected for
construction or
rehabilitation

Section 515 direct rental
housing

a. Units

b. Dollars (thousands)

7,274

$115,053

7,639

$117,002

5,731

$99,200

6,166

$98,925

4,471

$69,510

$0

Performance Measure #2
Units selected for
construction or
rehabilitation

Section 538 guaranteed
rental housing loans

a. Units

b. Dollars (thousands)

2,581

$99,350

2,611

$99.,410

2,354

$97,200

4,102

$90,356

5,742

$129,978

0

$300,000

Performance Measure #2
Contracts to be renewed

Section 521 rental
assistance

a. Units

b. Dollars (thousands)

48,056

$580,561

44,193

$587.264

42,800

$638,651

89,387

$615,770

153,000

$478,715

230,000

$997,000
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Performance Measure

2004
Actual

2005
Actual

2006
Actual

2007
Actual

2008
Target

2009
Target

Performance Measure #2
Units selected for
construction or
rehabilitation

Section 514/516 direct
farm labor housing loans
& grants

a. Units 2,642 2,040 1,980 1,285 2,390

b. Dollars (thousands). $60,244 $53,714 $51,977 $50,122 $54,032

$0

Community Facilities Program
Key Performance Measures:

e  Measure #1: Percentage of rural population with new or improved health care services
e  Measure #2: Percentage of rural population with new or improved public safety services

Key Performance Targets:

Performance Measure

2004
Actual

2005
Actual

2006
Actual

2007
Actual

2008
Target

2009
Target

Community Facilities
Program

Performance Measure #1

Percentage of rural
population with new or
improved health care
services

Performance Measure #2

Percentage of rural
population with new or
improved public safety
services

Program Dollars
(in thousands)

5.4%

2.9%

$441,000

3.5%

4.1%

$757,000

3.8%

3.8%

$665,000

7.2%

6.16%

$600,843

5.7%

3.0%

$538,925

6.0%

1.5%

$512,430

Community Facilities Program dollars do not include “Hazardous Weather Warning (HWW) grants” or RCDI grants
because Rural Utilities administers the HWW grants and RCDI grants are technical assistance grants for purposes

other than health care or public safety.




25-83

HOUSING AND COMMUNITY FACILITIES PROGRAMS

Full Cost by Strategic Objective

Strategic Objective 3.2: Improve the Quality of Life Through USDA Financing of Quality Housing,
Modern Utilities, and Needed Community Facilities

PROGRAM PROGRAM ITEMS 2007 AMOUNT 2008 AMOUNT 2009 AMOUNT
($000) ($000) ($000)
Program Level $1,129,385 $1,121,486 $0
Budget Authority 113,277 105,083 0
S&E 74,049 73,210 70,250
Total Costs 187,326 178,293 70,250
FTEs 697 686 612
Performance measure:
homeownership opportunities
Target: 0
Cost per Unit 0
Program Level $3,340,879 $5,227,939 $4,848,899
Budget Authority 40,377 61,685 13,526
S&E 77,375 76,499 73,405
Total Costs 117,752 138,184 86,931
FTEs 728 717 640
Performance measure: new
homeownership opportunities
Target: 32,481 36,363 42,362

Program Level $104,724 $103,163 $0
Budget Authority 54,011 55,879 0
S&E 93,596 92,535 88,795
Total Costs 147,607 148,414 88,795
FTEs 879 867 772
Performance measure: units

selected for new const. or rehab.
Target: 5,079 5,932 0
Cost per Unit 29.06 25.02 0

Program Level $90,356 $129,978 $300,000
Budget Authority 6,994 12,218 1,710
S&E 27,583 27,270 26,168
Total Costs 34,577 39,488 27,878
FTEs 260 256 228
Performance measure: units

selected for new const. or rehab.
Target: 2,884 5,633 0
Cost per Unit 11.99 7.01 0
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PROGRAM PROGRAM ITEMS 2007 AMOUNT 2008 AMOUNT 2009 AMOUNT
($000) ($000) ($000)
Program Level $33,207 $34,409 $17,678
Budget Authority 9,813 9,727 4,750
S&E 10,081 9,967 9,564
Total Costs 19,894 19,694 14,314
FTEs 95 93 83

Performance measure: # of

families assisted

Program Level $2,451 $5,045
Budget Authority 0 0 0
S&E 1,689 1,670 1,602
Total Costs 1,689 1,670 1,602
FTEs 16 16 14
Performance measure: # of sites
financed
Target: 4 4 4
Cost per Unit , 422.25 417.50 400.50
Self-Help Land Development Housing Loans (Section 523) e
Program Level $570 $4,965 $4,303
Budget Authority 14 141 71
S&E 23,540 23,273 22,332
Total Costs 23,554 23,414 22,403
FTEs 222 218 195
Performance measure: # of sites
financed
Target: 0 0
Cost per Unit 0 0
Single and Multi-Family Housing Credit Sales (Non- m
Program Level $1,638 $11,476
Budget Authority 674 548
S&E 2,610 2,581
Total Costs 3,284 3,129
" FTEs 25 25

Performance measure: 1/

Target: 0 0
Cost p r Unit 0 0
Program Level $616,020 $478 7 16 $997,000
Budget Authority 616,020 478,716 997,000
S&E 21,851 21,604 20,730

Total Costs 637,871 500,320 1,017,730
FTEs 206 202 181
Performance measure: Families assisted
with renewed Sec. 521 RA contracts

Target: 89,387 153,000 230,000

Cost per Unit 7.14 3.27 4.42
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(3000 $000) ($000)

ogram Level

$55,271

G

$50,122
Budget Authority 32,699 36,705 0
S&E 28,504 28,181 27,041
Total Costs 61,203 64,886 27,041
FTEs 268 264 236
Performance measure: units selected for
financing or new construction
Target 3,731 796 0
e 40 0
’ |
$35,456
Budget Authority 35,456 40,007 0
S&E 1,689 1,670 1,602
Total Costs 37,145 41,677 1,602
FTEs 16 16 14
Performance measure: # of families
who build their own homes

Target: 1,277 1,300 0
Cost per Unit 29.09 32.06 0
Program Level $43,440 $62,236 $43,500
Budget Authority 42,396 62,236 43,500
S&E 34,594 34,202 32,819

Total Costs 76,990 96,438 76,319
FTEs 326 320 286
Performance measure: 1/

Target: 0 0 0
Cost per Unit 0 0 0
Program Level $3,624 $29,866 ($20,000)
Budget Authority 3,624 29,866 (20,000)
S&E 0 0 0

Total Costs 3,624 29,866 (20,000)
FTEs 0 0 0
Performance measure:

Tenants Protected

Target: 1,100 3,000 0
Cost per Unit

ty Progr
Program Level $561,296 $512,430
Budget Authority 77,397 78,111 23,767
S&E 114,578 113,281 108,700

Total Costs 169,630 136,697 136,697
FTEs 1,079 1,062 947
Performance measure: Percent of rural population with new or

improved public safety services

Target: 6 2 2
Cost per Unit 62,826 48,820 48,820
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PROGRAM PROGRAM ITEMS 2007 AMOUNT 2008 AMOUNT 2009 AMOUNT
($000) ($009) ($000)
.
Program Level $39,555 5115439 50
Budget Authority $20,148 $12,803 0
S&E 0 0 0
Total Costs 20,148 12,803 0
FTEs 0 0 0
Performance measure:
Target N/A N/A N/A

ogram el

’* e
$78,945

Budget Authority 7,918 4,151 0
S&E 0 0 0
Total Costs 7,918 4,151 0
FTEs 0 0 0

Performance measure:
Target: N/A N/A N/A

Cost per Unit

Progam Level

- $10, 638

$0 $0
Budget Authority 0 1,000 0
S&E 0 0 0
Total Costs 0 1,000 0
FTEs 0 0 0

Performance measure:
Target: N/A N/A N/A

Cost per Umt

.
Program Level $322,718 $771,701 $0
Budget Authority 3,905 9,260 0
S&E 0 0 0
Total Costs 3,905 9,260 0
FTEs 0 0 0
Performance measure:
Target: N/A N/A N/A
Cost per Unit N/A N/A N/A
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PROGRAM PROGRAM ITEMS 20607 AMOUNT 2008 AMOUNT 2009 AMOUNT
(8000) 5000 $000)

Program Level $2,509 $23,412 $0
Budget Authority 742 6,618 0
S&E 0 0 0
Total Costs 742 6,618 0
FTEs 0 0 0

Performance measure:
Target: N/A N/A N/A

Cost per Umt v N/A N/A N/A

Program Level '

$0
Budget Authority 0 976 0
S&E 0 0 0
Total Costs 0 976 0
- FTEs 0 0 0
‘|Performance measure:
Target: N/A N/A N/A

Program vel

Budget Authority 8,147 8,870 0
S&E : 0 0 0
Total Costs 8,147 8,870 0

FTEs 0 0 0

Performance measure:

$6,512,849 $8,839,191 $6,720,302
Budget Authority 1,073,612 1,014,600 1,064,847
S&E 511,739 505,943 485,484
Total Costs 1,585,351 1,520,543 1,550,331
FTEs 4,817 4,742 4,230

Performance measure:
Target: N/A N/A N/A
Cost per Unit N/A N/A N/A

1/ Performance measures are currently under evaluation.

2/ The supplemental is included in P.L. 108-324 and is not included in the base program.

3/ The subsidy rate for the program has not been developed at this time; therefore, the loan level
does not reflect the true availability of the program.

4/ FY 2008 S&E and FTE for the Direct Single Family Loans (Section 502) and the Direct Rural Rental
Housing Loans (Section 515) are currently under evaluation.

* S&E and FTE figures for each program are based on calculations and a best estimate of the personnel
involved. Actual staff time by program is not available at this time.
** FY (7 data based on Appropriation.





