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Dear Township Official:

I would like to share information with your board so that you may have a referral
option for households looking to move to your area or for residents living in your
area who need to make home repairs.

I'm please to tell you about the Section 502 Direct Loan program which has loan
funds available for very-low and low-income applicants who are interested in
purchasing a home in rural Minnesota. The Section 504 Home Repair program
offers to very-low current homeowners a 1% interest repair loan for those whose
homes need essential repairs. Applicants for these programs must be unable to
obtain sufficient credit elsewhere and have non-retirement assets less than $15,000
for non-elderly or less than $20,000 for elderly households.

Applicants interested in purchasing a home: The Section 502 Direct Loan Program
offers subsidized loans with affordable monthly payments in rural areas. Home
loans may be used to purchase a new or existing home or build a new home. To
qualify, applicants must meet RD income limits, have adequate and dependable
income, have an acceptable credit history, be unable to obtain sufficient credit from
other sources, and show repayment ability. Applicants not currently own a
dwelling, or their existing dwelling is inadequate, and they must occupy the
property that is being financed. The property must not have a market value in
excess of the area loan limit (see attached map), must not meet the standard
2,000 square feet (above grade) living area, and not have a prohibited feature (in-
ground pool or income-producing feature). The site must not be large enough to be

subdivided.

A few program highlights:
¢ No minimum credit score - nontraditional credit can be used.
Loans up to 100% of appraised value - no down payment required!
Our current fixed interest rate is 3.75%.
Low closing costs (typically $3,500 or less)
Monthly payments are based on household income and interest rates and
could be as low as 1% for borrowers who qualify for an interest rate subsidy.
o Applications are filed with local Rural Development offices (see attached

map).

Applicants whose home needs repairs: The Section 504 Home Repair Program
offers low interest loans to homeowners in rural areas to repair, improve, or
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modernize their homes. To qualify, applicants must own and occupy the home;
must meet Rural Development’s income limits. These funds can be used in
partnership with funds from other public or non-profit sources.

For loan eligibility, applicants must also have a credit history that indicates an
ability and willingness to meet debt obligations, show repayment ability, be unable
to afford a conventional loan and live in a community with a population of 20,000 or
less. The total debt ratio for a loan cannot exceed 46%. The minimum initial loan
amount is $1,000 and the maximum loan amount is $20,000 at a 1% interest rate
for a term of 20 years. For loan amounts over $7,500 a mortgage is required, and
the loan must be closed at a title company.

Grants are limited to elderly homeowners over the age of 62, and grant funds can
only be used to remove health or safety hazards or remodel dwellings to make
them accessible to household members with disabilities. The maximum lifetime
grant is $7,500 and grants must be repaid if the home is sold or transfers title
within 3 years.

A few program highlights:
¢ Maximum loan/grant combination is $27,500.
e Aloan of $5,000 amounts to a monthly payment of $23/month.
e Work is done by a licensed contractor.
¢ Applications are filed with local Rural Development offices (see attached
map).

Attached are brochures for both programs. If you can share this information
through a newsletter or adding information to your website, I would be happy to
work with you to provide this information in a better format.

If you have any questions or would like more information please contact me at
dana.rauschnot@mn.usda.gov, (763) 689-3354 ext. 4 or visit
www.rd.usda.gov/mn.

Sincerely,

Dana Rauschnot
Area Specialist

Enclosures
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Thief River Falls: Jane Schaumburg
218-681-2843

Detroit Lakes: Deb Trautner
218-847-9392
Alexandria: Allan Cowles
320-763-3191
Baxter: Terry Aitkinson
218-829-5965
Bemidiji: Angie Bokovoy
218-751-1942
Virginia: Diann Carlson
218-741-3937
Cambridge: Dana Rauschnot
763-689-3354
Faribault: Edward Gilmore
507-332-7418
Willmar: Alicia Jones

320-235-5612

Worthington: Kathy Oertli
507-372-7784
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