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RURAL DEVELOPMENT HOUSING PROGRAMS

Purpose Statement

Rural Development Housing Programs provide affordable housing to rural communities. The agency goal is to
improve the quality of life in Rural America by: 1) providing decent, safe, and affordable housing; and

2) developing community infrastructure. Rural Development delivers housing programs authorized by the Housing
Act of 1949, as amended. Community facilities programs are authorized by the Consolidated Farm and Rural
Development Act, as amended.

Section 502 Guaranteed Single Family Housing. Through USDA's guaranteed rural housing loan program, low- and
moderate-income people can qualify for mortgages even without a down payment. Loans through this program may
be for up to 100 percent of appraised value or for the acquisition cost, whichever is less, and the guarantee fee may
be added to increase the loan amount. Mortgages are 30-year fixed rate at market interest rates. Homebuyers apply
with participating lenders. Guaranteed loans may also be made to refinance either existing guaranteed housing loans
or Section 502 direct housing loans. Families served through the guarantee program in 2011 had an average annual
income of $48,000.

On October 28, 2011, a proposed rule was published in the Federal Register to implement the annual fee, with a
comment period ending on December 27, 2011. The purpose of the annual fee is to make the program subsidy
neutral when used in conjunction with the upfront loan origination fee. For 2012, the upfront fee on new purchase
loans will be two percent with an annual fee of 0.3 percent. The upfront fee for refinanced loan guarantees will be
one and one-half percent with a 0.3 percent annual fee.

Section 502 Direct Single Family Housing. The direct single family housing program provides loans to low- and
very low-income families to purchase, build, or rehabilitate modest homes in rural areas. Financing is 100 percent
with payments subsidized to between 22 percent and 26 percent of the applicant’s income. The subsidy, which is
recaptured when the loan is paid off or refinanced, allows this program to reach a credit-worthy sector of the
population whose income is too low to obtain credit elsewhere, even with a government guarantee. The families
served through the direct program in 2011 had an average annual income of $27,400.

Section 504 Housing Repair and Rehabilitation Loans. Loans are available to very low-income applicants who live
in rural areas and who own and occupy their dwelling, which is in need of repairs. Loans of up to $20,000 may be
made to repair, modernize or to remove health and safety hazards. Loans are amortized at 1 percent for up to 20
years.

Section 504 Housing Repair Grants. Grants are available to very low-income elderly families who own and occupy
a rural home and cannot afford a loan. Grants of up to $7,500 are available to improve accessibility or to remove
health and safety hazards. Grants must be repaid to the government if the property is sold within three years.

Section 523 Mutual Self-Help Grants. Grants are available to rural public and private not-for-profit organizations,
local governments and Tribal organizations to provide technical assistance to low- and very-low income families to
build their homes through the mutual self-help method. Grant terms are for 2 years and funds may be used, among
other things, to pay salaries, office rent and expenses associated with operating the organization.

Section 515 Rural Rental Housing Program. The rural rental housing program provides funds for the construction
and rehabilitation of affordable rental housing for rural families and elderly residents who have very low-, low- and
moderate-incomes.

Section 514/516 Farm Labor Housing Loan and Grant Program. The farm labor housing loan and grant program

provides decent, safe, and sanitary housing for farm workers by providing loans to farmers for small, on-farm
housing or loans and grants for off-farm multi-family developments.

Section 521 Rental Assistance Program. The rental assistance program provides assistance to eligible tenants in
section 515 and section 514/516 assisted housing so that they pay no more than 30 percent of their incomes for rent.
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Section 542 Rural Housing Voucher Program. The rural housing voucher program, authorized under Section 542 of
the Housing Act of 1949, is designed to provide tenant protections in properties that prepay their mortgages

after September 30, 2005. These vouchers are portable and will enable tenants to continue to access affordable
housing without benefit of the traditional rental assistance program.,

Community Facilities Direct and Guaranteed Loans and Grants. The community programs loans and grants provide
financing to units of local government, nonprofit corporations, or Federally-recognized Indian tribes for the
development of essential community facilities in rural areas. Eligible purposes include health care facilities; fire,
rescue, and public safety buildings, vehicles, and equipment; educational and cultural facilities; town halls,
community centers, and libraries; and adult and child day care facilities. There are no set minimum or maximum
loan amounts with the community facilities direct and guaranteed loan programs; however, limits may exist
depending on the availability of funds and/or the project’s feasibility. The loan repayment term is limited to the
useful life of the facility, State statute or 40 years.

Rural Community Development Initiative Grants. The purpose of this initiative is to provide a program of technical
assistance to recipients to develop or increase their capacity to undertake projects in the areas of housing,
community facilities, and community and economic development in rural areas.

Tribal College Grants. The Tribal College Grant program provides grants to tribal colleges and universities (land
grant status under the 1994 Native American Education Act) to help defray the cost to develop or improve specific
tribal colleges and universities.

Geographic dispersion of offices and employees

Rural Development programs are administered by the three programs representing Rural Development: Housing
and Community Facilities, Utilities, Business and Cooperative Development. Rural Development headquarters is
located in Washington, D.C. As of September 30, 2011, there were 5,568 permanent full-time employees, including
1,576 in the headquarters and 3,992 in the field offices.

OIG Reports — Completed

#04099-211-TE 02/08/2011 Final — Request Audit of Oklahoma RRH Management
Company (Green Companies Development Group, Inc.)
Audit includes the Texas and Oklahoma State offices.

#04099-339-AT 08/29/2011 Final — Rural Housing Service’s Subsidy Payment Accuracy
in Multi-Family Housing Program (see also 04004-003-AT)

#04601-013-CH 12/29/2011 Final — Controls Over Multi-Family Housing Funds Provided
for Hurricane Relief Efforts (see also 04601-0015-CH)

#04601-014-CH 08/17/2011 Final — Field Work Improper Payments — Monitoring the

Progress of Corrective Actions for High Risk Programs in
Rural Housing Service

#04601-015-CH 08/12/2011 Final — Controls Over Single-Family Housing Funds Provided
for Hurricane Relief Efforts (see also: 04601-013-CH
and 04601-019-CH)

#04601-017-CH 07/27/2011 Final — Controls Over Lender Activities in the Single Family
Housing (SFH) Guaranteed Loan Program (see also:
CH-0420-0514)

#04601-019-CH 11/09/2011 Final Audit — Controls Over Rural Housing Service Disaster
Assistance Payments (Follow-up Audit) (see also:
04601-013-CH and 04601-015-CH)

#04703-001-KC 02/16/2011 Final - ARRA (Recovery Act) Single Family Housing Direct
Loans Stimulus Controls

#85901-001-DA 09/15/2011 Field Work — Analysis of Rural Development Databases

#04601-004-KC 07/19/2010 Final Report — Rural Rental Housing Program Insurance

#04004-003-AT 07/27/2010 Final-Rural Housing Service, Rural Rental Housing Program,

Tenant Income Verification, Gainesville, Florida



#04099-143-CH-IL

#04703-001-CH

#04703-001-HY

#04801-003-KC

OIG Reports — Open

#04099-212-TE

#04601-009-SF

#04601-018-CH

#04601-020-CH

#04703-002-CH

#04703-002-HY

#04703-002-KC

#04703-003-HY

#04703-003-KC

#04801-006-KC

#50024-001-FM-11
#50024-002-FM-11

#50601-014-AT

06/04/2010

04/23/2010

06/29/2010

12/27/2010
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Final — Little Egypt Housing Development Corporation (see
also: KC-0432-0009)

Final — ARRA (Recovery Act) Controls Over Eligibility
Determinations for Single Family Housing Guaranteed Loan
Stimulus Funds

Final — ARRA (Recovery Act) Audit of Rural Housing
Service Community Facilities Programs — Direct Loans and
Grants

Final Report ~ RRH Program — Bosley Management, Inc.,
Sheridan, Wyoming “Presidential Initiative (See KC-0423-
0033)

Final Report — Multi-Family Housing Loans in Texas — Gary
Kersch (Report Date: 08/25/2009)

Final Report — Lender’s Making and Servicing of a
Guaranteed Rural Rental Housing Loan in Mississippi (Blues
Alley Estates — Allied Mortgage) (Report Date: 09/28/2007)
Survey — Rural Rental Housing Program Project Costs and
Inspection Procedures (Cross Reference: 04601-020-CH)
(Report Date: 08/28/2008). -- Audit underway. Staff working
with and providing information, as needed.

Final — Rural Rental Housing Program — Midwest Apartment
and Management Group, Inc. (Cross Reference: 04601-018-
CH) (Report Date: 05/19/2011) — Audit underway. Staff is
working with and providing information, as needed.

Final — ARRA — Controls Over Eligibility Determinations for
Single Family Housing Guaranteed Loan Recovery Act Funds
(Phase 2) (Report Date: 9/30/2011) -- Single Family Housing
is working with the IG to implement changes.

Survey — Audit of Rural Housing Service Community
Facilities Direct Loan and Grant Program Recovery Act
Activities — Phase II (Report Date: 03/30/1010) — No material
weaknesses or violations with statute or regulations were
identified. As of December 2011, OIG was in the process of
finalizing their report.

Final — Single Family Housing Direct Loans Recovery Act
Controls — Phase II (Report Date: 9/24/2011) -- Single Family
Housing is working with the IG to implement changes.
Survey — Loss Claims Related to Single Family Housing
Loans Guaranteed With Recovery Act Funds (Report Date:
11/16/2010) -- Single Family Housing is working with the IG
to implement changes.

Survey — ARRA Single-Family Housing Direct Loans
Recovery Act Controls — Phase II Compliance Reviews
(Report Date: 07/27/2010) -- Single Family Housing is
working with the IG to implement changes.

Final Report — Rural Rental Housing Program Insurance
Expenses Phase I (Report Date: 12/18/2000) — Multi-Family
Housing in process of closing.

IPERA Compliance Review (Report Date: 11/21/2011)
Reducing Improper Payments — High Dollar Report Review
(Report Date:  11/21/2011)

Final Report — Effectiveness and Enforcement of Suspension
and Debarment Regulations in the U.S. Department of



GAO Reports — Completed

GAO-12-79

GAO-12-49

GAO-07-88

GAO-11-653

GAO-09-174

GAO-08-665

GAO Reports — In Progress/Report Date

11/02/2011
11/14/2011
09/01/2011
07/13/2011
04/22/2009

06/19/2008

#205518
#250577
#250578
#250608
#250631
#361298
#361329
#542187

GAO-11-329
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Agriculture (Report Date: 08/16/2010)

Final Report — Green Building: Federal Initiatives for the
Nonfederal Sector Could Benefit from More Interagency Collaboration
Final Report — Ginnie Mae: Risk Management and Cost
Modeling Require Continuing Attention

Final Report: Disaster Assistance: Better Planning Needed
for Housing Victims of Catastrophic Disasters (RHS)
Residential Appraisals: Opportunities to Enhance Oversight
of an Evolving Industry

Excluded Parties List System: Suspended and Debarred
Businesses and Individuals Improperly Receive Federal Funds
Final Report — Defense Infrastructure: High Level Leadership
Needed to Help Communities Address Challenges Caused by
DOD-Related Growth

Farm Labor Housing Loan and Grant Program — Staff is

providing information on unliquidated obligations, as needed.

NOA Federal Homeless Programs (Report Date: 06/06/2011)
Foreclosure Mitigation (Report Date: 06/14/2011)

Duplication of Housing Programs (Report Date: 06/17/2011)

Rural Housing Service Improper Rental Assistance Payments (Report
Date: 08/25/2011)

Federal Funding for Non-federally Recognized Indian Tribes (Rural
Housing Service) (Report Date: 08/08/2011)

Federal Solar Initiatives (Departmental Audit — Rural Development has
the lead) (Report Date: 10/13/2011)

Coordination of Programs for Transportation — Disadvantaged (Report
Date: 06/09/2011)

Final Report — Rural Housing Service: Opportunities Exist to
Strengthen Farm Labor Housing Program Management and Oversight
(Report Date: 07/13/2011)
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RURAL HOUSING SERVICE

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

Rural Community Facilities Program Account (including transfer of balances)

1

2

For gross obligations for the principal amount of direct [and guaranteed]loans as authorized by
section 306 and described in section 381E(d)(1) of the Consolidated Farm and Rural Development
Act, [$1,300,000,000 for direct loans and $105,708,000 for guaranteed loans]$2,000,000,000.

[For the cost of guaranteed loans, including the cost of modifying loans, as defined in section 502 of
the Congressional Budget Act of 1974, $5,000,000, to remain available until expended.]

For the cost of grants for rural community facilities programs as authorized by section 306 and
described in section 381E(d)(1) of the Consolidated Farm and Rural Development Act,
[$24,291,000]$25.000,000, to remain available until expended: Provided, That
[$3,621,000]$8.000,000 of the amount appropriated under this heading shall be available for a Rural
Community Development Initiative: Provided further, That such funds shall be used solely to
develop the capacity and ability of private, nonprofit community-based housing and community
development organizations, low-income rural communities, and Federally Recognized Native
American Tribes to undertake projects to improve housing, community facilities, community and
economic development projects in rural areas: Provided further, That such funds shall be made
available to qualified private, nonprofit and public intermediary organizations proposing to carry out
a program of financial and technical assistance: Provided further, That such intermediary
organizations shall provide matching funds from other sources, including Federal funds for related
activities, in an amount not less than funds provided: [Provided further, That $5,938,000 of the
amount appropriated under this heading shall be to provide grants for facilities in rural communities
with extreme unemployment and severe economic depression (Public Law 106-387), with up to 5
percent for administration and capacity building in the State rural development offices:] Provided
further, That [$3,369,000]$4.000,000 of the amount appropriated under this heading shall be
available for community facilities grants to tribal colleges, as authorized by section 306(a)(19) of
such Act[: Provided further, That of the amount appropriated under this heading, the amount equal
to the amount of Rural Community Facilities Program Account funds allocated by the Secretary for
Rural Economic Area Partnership Zones for the fiscal year 2011, shall be available through June 30,
2012, for communities designated by the Secretary of Agriculture as Rural Economic Area
Partnership Zones for the rural community programs described in section 381E(d)(1) of the
Consolidated Farm and Rural Development Act]: Provided further, That sections 381E-H and 381N
of the Consolidated Farm and Rural Development Act are not applicable to the funds made available
under this heading.

The first change removes the words “and guaranteed” because no funding is proposed for the community
facility guaranteed loan program.

The second change modifies the language for community facility loan programs, removing the guaranteed
language as funding is not proposed, and removing the wording for direct loans to eliminate redundancy.

The third change removes the language for loan subsidy for the community facility guaranteed loan
program as funding is not proposed.

The fourth change removes the language for economic impact initiative grants which can be funded under
the regular rural community facility grant program.

The fifth change reflects the removal of the set-aside for the rural economic area partnership zones as the
authorization for this program expired in 2012. These areas can be funded from the regular appropriation.
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RURAL HOUSING SERVICE

Analysis of Change in Appropriation

RURAL COMMUNITY FACILITIES PROGRAM ACCOUNT
(on basis of supportable loan level, appropriated subsidy and grants)

Loan Level Subsidy Grants
Appropriations Act, 2012.............coviiinn. $1,405,708,245 $5,000,000 $24,291,000
Budget Estimate, 2013............cocoivinninnn, 2,000,000,000 0 25,000,000
Change from 2012 Appropriations................. 594,291,755 -5,000,000 709,000
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RURAL HOUSING SERVICE

RURAL COMMUNITY FACILITIES PROGRAM ACCOUNT

Summary of Increases and Decreases
(Dollars in thousands)

2010 2011 2012 2013 2013
Actual Change Change Change Estimate
Discretionary Appropriations:
Rural Community Facilities Direct loans............ $3,864 -$8 -$3,856 $0 $0
Rural Community Facilities Guaranteed loans.... 6,626 -13 -1,613 -5,000 (7) 0
Rural Community Facilities Grants..........ooveueni 20,373 -5,403 -3,607 +1,637 (3) 13,000
Rural Community Dev. Initiative Grants.......... 6,256 -1,266 -1,369 +4,379 (4) 8,000
Economic Impact Initiative Grants.........ocovuvvsninen 13,902 .-6,916 -1,048 -5,938 (5) 0
Tribal College Grants.........oveirivernns 3,972 -8 -595 +631 (6) 4,000

Total, Appropriation or Change................ 54,993 -13,614 -12,088 -4,291 25,000




PROJECT STATEMENT
(On basis of supportable loan levels and appropriated subsidies and grants)

(Dollars In thousands)
2010 Actual 2011 Actual 2012 Estimate Change 2013 Estimate
Item of Change Program Level | Subsidy/BA | Program Level | Subsidy/BA | Program Level | Subsidy/BA | Program Level | Subsidy/BA | Program Level | Subsidy/BA
Rural Community Facility Programs:
Direct loans ¢/. $630,848 $8,264 $490,337 $6,521 $1,300,000 $0| $700,000 (1) 30 $2,000,000 $0
Direct loans - ARRA d/. 1,098,519 14,391 0 0 0 0 0 0 0 0
Direct loans - 2007 disaster supplemental ¢/..... 1,400 18 0 0 0 0 0 0 0 0
Direct loans - 2008 disaster supplemental f/.....] 48,762 639 0 0 0 0 0 0 0 0
Guaranteed loans 264,888 8,503 196,359 7,756 105,708 5,000 -105,708 (2) -5,000 (7) 0 0
Guaranteed loans - 2008 disaster supp ..........| 27,300 876 0 0 0 0 0 0 0 0
Grants, 26,550 26,550 16,225 16,225 11,363 11,363 1,637 (3) 1,637 13,000 13,000
Grants - ARRA d/. 70,441 70,441 0 0 0 0 0 0 0 0
Grants - 2007 disaster supplemental g/.............. 3,505 3,505 0 0 0 0 0 0 0 0
Grants - 2008 disaster supplemental f/..............] 11,458 11,458 0 ] 0 0 0 0 0 0
Rural community dev. initiative grants... . 6,512 6,512 6,452 6,452 3,621 3,621 4,379 (4) 4,379 8,000 8,000
Rural coop. home based health care demo... ... 0 0 0 0 0 0 0 0 0 0
Hazardous weather early warning grants.. 110 110 34 34 0 0 0 0 0 0
Economic impact initiative grants..........coeceeen. 15,193 15,193 8,451 8,451 5,938 5,938 -5,938 (5) -5,938 0 0
Tribal college grants 4,322 4322 3,759 3.759 3.369 3,369 631 (6) 631 4,000 4,000
Total Available or Estimate 2,209,808 170,782 721,617 49,198 1,429,999 29,291 595,001 -4,291 2,025,000 25,000
Recovery of prior year obligations................... -10,208 -10,208 -136,465 -6,309 0 0 0 0 0
Unobligated balance rescinded b/.....c.ceeermeecrnccnad 0 0 11,994 11,994 0 0 0 0 0 0
Unobligated balance available, start of year. -2,322,789 -133,348 -260,066 -27,087 0 0 0 0 0 0
Unobligated balance available, end of year . 665,862 27,087 151,187 13,583 0 0 0 0 0 0
Expired ARRA Appropriation d/............ 3,209 680 0 0 0 0 0 0 0 0
RESCISSION /..o ot 0 0 978 83 0 0 0 0 0 0
Total Appropriation 545,882 54,993 489,245 41,462 1,429,999 29,291 595,001 4,291 2,025,000 25,000

NOTE: Amounts reflected above are budget projections of use of funds within Rural Community Facility Program.

columns may not add due to rounding.

The justification of increases and decreases is based on the proj

ected use of funds. Individual
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PROJECT STATEMENT
(On basis of obligations under available funds)

(Dollars In thousands)
2010 Actual 2011 Actual 2012 Estimate Change 2013 Estimate
Item of Change Program Level] Subsidy/BA |Program Level| Subsidy/BA |Program Level| Subsidy/BA |Program Level| Subsidy/BA [Program Level| Subsidy/BA
Rural Community Facility Programs:
Direct loans ¢/ $630,848 $8,264 $490,337 $6,521  $1,300,000 30 $700,000 $0]  $2,000,000 $0
Direct loans - ARRA d/... 1,098,519 14,391 0 0 0 0 0 0 0 0
Direct loans - 2007 disaster supplemental ¢/ ... 1,400 18 0 0 0 0 0 0 0 0
Direct loans - 2008 disaster supplemental f/... 48,762 639 0 0 0 0 0 0 0 0
Guaranteed loans. 264,888 8,503 196,359 7,756 190,674 9,019 -175,168 -7,972 15,506 1,047
Guaranteed loans - 2008 disaster suppl f/........ 27,300 876 0 0 0 0 0 0 0 0
Grants 26,550 26,550 16,225 16,225 11,829 11,829 1,448 1,448 13,277 13,277
Grants - ARRA d/. 70,441 70,441 0 0 0 0 0 0 0 0
Grants - 2007 disaster supplementa] ¢/............ 3,505 3,505 0 0 0 0 0 0 0 0
Grants - 2008 disaster supplemental f/............] 11,458 11,458 0 0 0 0 0 0 0 0
Rural community dev. initiative grants......... 6,512 6,512 6,452 6,452 6,504 6,504 5,073 5,073 11,577 11,577
Rural coop. home based health care demo..... 0 0 0 0 0 0 0 0 0 0
Hazardous weather early waming grants.. 110 110 34 34 50 50 -11 -11 39 39
Economic impact initiative grants...................] 15,193 15,193 8,451 8,451 8,396 8,396 -6,656 -6,656 1,740 1,740
Tribal college grants 4,322 4,322 3,759 3,759 3,705 3,705 496 496 4,201 4,201
Total Available or Estimate. 2,209,808 170,782 721,617 49,198 1,521,158 39,503 525,182 7,622 2,046,340 31,881
Recovery of prior year obligations.................] -10,208 -10,208 -136,465 -6,309 23,112 -4,051 23,112 4,051 0 0
Unobligated balance rescinded b/.....c.cccccueueeeencnd 0 0 11,994 11,994 541 541 -541 -541 0 0
Unobligated balance available, start of year........ -2,322,789 -133,348 -260,066 -27,087 -96,557 -13,583 75,217 6,702 -21,340 -6,881
Unobligated balance available, end of year . 665,862 27,087 151,187 13,583 27,969 6,881 -27.969 -6,881 0 0
Expired ARRA Appropriation d/.... 3,209 680 0 0 0 0 0 0 0 0
Rescissiona/...........oeeeeeeeeeen... 0 0 978 83 0 0 0 0 U] 0
Total Appropriation 545,882 54,993 489,245 41,462 1,429,999 29,291 595,001 -4,291 2,025,000 25,000

NOTE: Amounts reflected above are budget projections of use of funds within Rural Community Facility Program. The justification of increases and decreases is based on the projected use of funds.
Individual columns may not add due to rounding.
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Project Statement Footnotes:

a/

The amounts are rescinded pursuant to Division B, Title I, Section 1119 of the Department of
Defense and Full-Year Continuing Appropriations Act, 2011, P.L.112-10.

Natural disaster unobligated available, rescinded in accordance with the Education Jobs and
Medicaid Assistance Act, P.L. 111-226, signed on August 10, 2010.

Negative subsidy rates of -3.03% and -2.08% were calculated for FY 2012 and FY 2013,
respectively; therefore, corresponding budget authority is not required to support the loan levels.

Provided by the American Recovery and Reinvestment Act of 2009, P.L. 111-5, signed February
17, 2009, for the purpose of making supplemental appropriations for job preservation and creation,
infrastructure investment, energy efficiency and science, assistance to the unemployed, and State
and local fiscal stabilization. The funds are available through the fiscal year ending September 30,
2010.

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, and unobligated balances in the amount of $12 million from the funds
provided in P.L. 110-28 were transferred to Community Facilities grants in 2009.

Transfers from the Rural Development Disaster Assistance Fund provided by the Consolidated
Security, Disaster Assistance, and Continuing Appropriations Act, 2009, P.L. 110-329 in the
amount of $40 million.
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JUSTIFICATIONS OF INCREASES AND DECREASES

An increase of $700,000,000 for the direct community facility loans ($1.300.000 available in 2012).

The community facility direct loan program assists rural municipalities and non-profit organizations in
financing the most essential community facilities to improve the quality of life for their residents. These
facilities help achieve the Department’s Strategic Goal of assisting rural communities to create prosperity so
they are self-sustaining, repopulating, and economically thriving. Direct loans are primarily targeted to health
care; fire/rescue/and public safety facilities and equipment; and educational facilities. The performance of
these loans coupled with the current economic assumptions projecting low interest rates has made the subsidy
cost for this program negative. As a result, a $2 billion loan level is requested at no additional budget authority
cost, This level is expected to meet demand in 2013, will support regional economic development strategies,
and be instrumental in carrying out the Regional Innovation Initiative.

Based on historical performance, it is estimated that $2 billion in direct loan funding for 2013 will support
1,720 loans to develop or improve essential community infrastructure and facilities such as hospitals, schools,

libraries, fire rescue and public safety, child and adult day care and public buildings.

A decrease of $105,708,000 for the guaranteed community facilities loans ($105,708.000 available in 2012).

Community facility loan guarantees originated as an inexpensive alternative to the equivalent direct loan
program and to stimulate additional assistance to moderate income communities in rural areas. However, the
defaults in the programs have been higher than initially projected, making it more expensive than the direct
loan program. The guaranteed loan program serves the same organizations and purposes as the direct loan
funding, the primary difference being that the guaranteed loans are made and serviced by a bank or other
commercial lender and guaranteed by the Federal government. The subsidy rate for the guaranteed program is
higher than the subsidy rate for direct loan program. The 2013 budget proposes no funding for guaranteed
community facilities loans while increasing funding for direct loans by more than 50 percent. With the
increase in the community facilities direct loan program, communities would still have access to funding for
eligible facilities.

With the estimated $15.5 million carryover in guaranteed program level in 2013, RD expects to invest in 6 to 7
community infrastructure projects such as rural community colleges, critical access hospitals, and heath
information technology.

An increase of $1,637.000 in community facility grants ($11,363,000 available in 2012).

To better address the Department’s Strategic Goal of assisting rural communities to create prosperity so they
are self-sustaining, repopulating, and economically thriving, the community facilities grants program provides
funding for essential community facilities in rural communities with populations of up to 20,000 at a slightly
increased level for 2013. Priority for grant funding is given to applicants in rural communities with
populations of 5,000 or less. The increase of funds will be used to support the Regional Innovation Initiative.
The funds requested for 2013 will allow RD to continue to meet the most pressing needs in our most rural and
economically stressed communities.

With the estimated $277,000 carryover in regular grant funds in 2013, RD expects, based on historical
performance, to provide that 9 to 10 additional community facilities grant awards such as health information
technology, rural library improvements, and equipment for school food service upgrades for school districts
with 45 percent of students eligible for free or reduced price meals.
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An increase of $4,379,000 in the rural community development initiative grants ($3.621,000 available in
2012). .

The Rural Community Development Initiative (RCDI) program provides technical assistance and training
funds to qualified intermediary organizations to develop their capacity to undertake housing, community
facilities, and community and economic development projects in rural areas. RCDI is the technical assistance
planning grant program within Rural Housing Service that supports USDA’s Regional Innovation efforts.
Regional economic development can bring together multiple units of government and nonprofit organizations,
developing their capacities to collaborate to create needed jobs and economic hubs through increased
development. These efforts will create sustainable rural economies in some of our nation’s most underserved
areas. Funding in the 2013 budget is increased to $8.0 million for RCDI because it is the best program within
RD to support regional economic development strategies.

By providing the additional funding to RCDI, RD will be able to serve many more communities. Since RCDI
grant funds also require dollar for dollar matching funds, RD will be doubling the impact of the funding
increase.

In addition to the 2013 funding, it is estimated that $3,577,000 in rural community development grant funds
will be available from carryovers. Based on historical performance, we anticipate this funding will allow
Rural Development to award approximately 24 grants to intermediaries to provide technical assistance to
recipients to develop their capacity to undertake projects related to housing, community and economic
development.

A decrease of $5,938.,000 in the economic impact initiative grants ($5,938,000 available in 2012).

The economic impact initiative grants provide assistance to rural communities with extreme unemployment
and severe economic depression. The regular community facilities grant program can be used to fund these
projects. Therefore, the budget does not propose funding for this program.

While RD is not requesting additional funding for the economic impact grants, it is estimated $1,740,000 in
funding will be available in 2013 from carryover. Based on historical performance, we anticipate this will
equate to 60 additional community facilities grant awards such as health information technology, rural library
improvements, and equipment for school food service upgrades for school districts with 45 percent of students
eligible for free or reduced price meals.

An increase of $631.000 in the tribal college grants ($3.369.000 available in 2012).

The tribal college grants program provides assistance to the 33 tribal colleges that are 1994 land-grant
institutions meeting the criteria of the Equity in Education Land-Grant Status Act of 1994. Tribal colleges
have had difficulty competing for funds in the regular community facilities grant program, and Native
American fribes have difficulty benefitting from loan programs due to collateralization issues. The 2013
funding for this program ensures that tribal colleges will benefit from the increases in budget authority and
program level in the community facility program area.

It is estimated that $201,000 in regular grant funds will be available in 2013 from carryover. Based on
historical performance, we anticipate that 1 additional tribal college grant will be awarded to develop or
improve tribal college facilities.

A decrease of $5.000,000 in loan subsidy for rural community facility guaranteed loans ($5,000,000 available

in 2012).

Community facility loan guarantees originated as an inexpensive alternative to the equivalent direct loan
program and to stimulate additional assistance to moderate income communities in rural areas. However, the
defaults in the programs have been much higher than initially projected, making it more expensive than the
direct loan program. The guaranteed loan program serves the same organizations and purposes as the direct
loan funding, the primary difference being that the guaranteed loans are made and serviced by a bank or other



27-13

commercial lender and guaranteed by the Federal government. The subsidy rate for the guaranteed program is
higher than the subsidy rate for direct loan program. With the increase in the community facilities direct loan
program, communities would still have access to funding for eligible facilities. The subsidy rate for this
program continues to rise. The change from 2012 to 2013 is primarily due to a significant drop in the
borrower interest rate in 2013. The decrease in the borrower interest rate has mainly increased the default rate
and has created the swing in the total subsidy cost.
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GEOGRAPHIC BREAKDOWN OF OBLIGATIONS

(Dollars in thousands)

Rural Community Facility Loan Program - Direct

2010 Actual 2011 Actual 2012 Estimate 2013 Estimate
$2,742 $9,518 - -
12,156 8,493 -- -
19,741 4,447 - -

5,449 7,565 - -
35,997 4,255 - -
3,286 3,079 - -
2,002 195 . -
5,066 3,774 - -
25,631 1,161 - -
9,580 1,716 - -
- 4,042 - -
662 1,991 - -
4,115 9,891 -- -
5,191 47,174 . .-
23,224 28,114 - -
2,676 7,448 - -
18,766 10,726 - -
5,671 5,336 - -
3423 3,350 - --
5,020 2,821 - -
3,899 5,730 - -
9,809 32,297 - -
33,803 22,973 - -
1,899 21,155 - -
8,774 10,905 - -
5,128 902 - -
424 9,009 .- -
1,346 120 - -
7,285 1,346 - -
3,671 2,291 - -
1,989 5,052 - -
20,534 7,750 - -
51,202 15,910 - -
5,419 1,585 - -
9,762 9,485 - -
426 4,827 - -
1,727 2,898 - -
69,300 15,025 . -
600 145 - -
13,284 35,058 - -
33,183 13,013 - -
7,091 8,814 . -
9,865 58,929 - --
19,450 2,604 - -
2,376 2,395 - -
11,771 13,429 - -
64,553 4,605 - -
7,410 3,262 - -
5,833 5,740 - -
1,819 2,064 - -
1,820 5,925 - -
25,000 - -- .
$630,848 $490,337 $1,300,000 1/ $2,000,000 1/
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RURAL HOUSING SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
(Dollars in thousands)

Rural Community Facility Loan Program - Direct
Recovery Act

2010 Actual 2011 Actual 2012 2013
$1,394 - - -
60,212 - - -
11,550 - - -
14,290 - - -~
23,285 - - -

500 - - -
63,175 - - -
131 - - -
5,403 - - -
21,067 - - -
59,500 - - -
781 - - -
1,820 - - -
22,695 - - -
10,782 - - -
87,514 - - -
1,243 - - -
150 - . -
15,950 - - -
9,033 ~ - -
27,235 - - -
3,727 - - -
88,214 - - -
769 - - -
24,539 - - -
1,559 - - -
118 - - -
656 - - -
4,721 - - -
10,558 - - -
210,152 - - -
42,342 - ” -
5323 - - -
6,595 - - -
8,240 - - -
11,925 - - -
44,382 - - -
16,599 - - -
43,202 - - -
30,309 - . -
12,050 - - -
4,292 - - -
69,541 - - -
122 - - -
9,885 - - -
8,740 - . -
2,250 - - -

$1,098,519 -- - -
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RURAL HOUSING SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
(Dollars in thousands)

Rural Community Facility Loans
2007 Tornados Disasters

2010 Actual 2011 Actual 2012 Estimate
$1,400 - -

2013 Estimate

$1,400 - -

Rural Community Facility Loan Program
2008 Disasters

2010 Actual 2011 Actual 2012 Estimate
$2,786 - --
18,900 -- --

444 -- -
6,841 - --
614 -- --
45 -- -
14,000 -- --
2,723 -- --
138 -- -
1,944 - --
203 -~ -
125 - -

2013 Estimate

$48,762 - -




27-17
RURAL HOUSING SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS

(Dollars in thousands)

Rural Community Facility Loan Program - Guaranteed

2010 Actual 2011 Actual 2012 Estimate 2013 Estimate
Alaska $10,000 - . -
Arizona 19,915 $5,745 -- -
Arkansas 1,000 3,600 -- --
California 1,170 1,828 -- --
Colorado -- 1,868 -- --
Connecticut 26,428 600 -- -
Delaware 500 -- - -
Florida 2,700 5,800 -- -
Hawaii - 12,001 - -
Idaho 272 270 -- .-
Illinois 4,210 7,135 - -
Indiana 2,825 6,700 -- -
Towa 3,041 3,150 - -
Kansas 200 4,160 -- =
Kentucky -- 20,133 -- -
Louisiana 1,000 527 - .
Maine - 5,125 - -
Maryland 2,500 - - -
Massachusetts 563 800 -- -
Michigan 2,500 21,997 - -
Minnesota 14,370 18,168 - -
Missouri 33,981 1,504 - .
Montana 500 5,300 -~ -
Nebraska -- 2,795 -- -~
New Hampshire 893 1,530 - -
New Jersey 3,000 - - .
New York 11,500 5,150 - -
North Carolina 1,990 3,631 - -
North Dakota 20,487 1,000 - -
Ohio 3,339 6,562 . -
Oklahoma 4,450 1,100 - -
Pennsylvania 13,200 3,000 - -
South Carolina 1,000 2,100 - -
South Dakota 2,150 8,598 - -
Tennessee -- 1,300 -~ -
Texas 17,400 5,605 - -
Utah 24,408 18,951 - -
Vermont 3,300 881 -- -
Virginia 326 -- - -
‘Washington - 8,221 - -
West Virginia - 125 - -
Wisconsin 3,627 - .- -
Puerto Rico 1,144 - -- -
W. Pacific Areas 25,000 - - .
Total Avail./Est. $264,888 $196,359 $190,674 1/ $15,506 1/

1/ Cannot be distributed by geographic area in advance.
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RURAL HOUSING SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
(Dollars in thousands)

Rural Community Facility Loan Program - Guaranteed
2008 Disasters

2010 Actual 2011 Actual
$2,400 -- --
5,000 - --
14,000 - --
2,900 -- --

3,000 -- --

2012 Estimate

2013 Estimate

$27,300 . ~
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RURAL HOUSING SERVICE
- GEOGRAPHIC BREAKDOWN OF OBLIGATIONS

(Dollars in thousands)

Rural Community Facility Grants

2010 Actual 2011 Actual 2012 Estimate 2013 Estimate
Alabama $843 $405 - -
Alaska 363 158 - -
Arizona 462 236 - -
Arkansas 924 354 -- -
California 716 576 -- --
Colorado 667 235 - -
Connecticut 123 92 - -
Delaware 97 181 -- -
Florida 563 412 - -
Georgia 660 485 -- -
Hawaii 449 102 - -
Idaho 168 148 - -
Iilinois 451 304 - -
Indiana 513 289 - -
lowa 630 441 -- -
Kansas 210 147 - -
Kentucky 856 546 -- -
Louisiana 394 269 - -
Maine 255 225 - -
Maryland 188 214 - .
Massachusetts 143 124 - -
Michigan 741 600 - -
Minnesota 501 313 - -
Mississippi 1,020 802 -- -
Missouri 1,271 361 - -
Montana 255 116 - --
Nebraska 161 141 -- -
Nevada 145 127 -- -
New Hampshire 145 152 -- -
New Jersey 146 109 -- --
New Mexico 242 145 - -
New York 502 399 - -
North Carolina 1,229 529 -- -
North Dakota 118 172 - -~
Ohio 548 401 - -
Oklahoma 334 460 - -
Oregon 205 152 -- -~
Pennsylvania 732 557 - -
Rhode Island 78 59 - .-
South Carolina 2,973 412 -- -
South Dakota 146 371 - -
Tennessee 719 506 - -
Texas 1,143 996 - -
Utah 288 86 - -
Vermont 234 199 - -
Virginia 639 907 - -
Washing