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EXECUTIVE SUMMARY





	The NATIONAL ASSOCIATION OF REALTORS®  has consistently maintained that homeownership serves as a cornerstone of our democratic system of government and that homeownership continues to be a strong personal and social priority in the United States.





	The NATIONAL ASSOCIATION OF REALTORS®  has equally and forcefully maintained that rental housing has an immediate and beneficial effect on the prosperity of a community, providing a range of housing options that not only attract top employers but also generate local taxes, fees, and income that benefits the local economy.





	Clearly, housing plays a fundamental role in the daily lives of Americans. However, despite being the best housed country in the world, our nation is experiencing a growing crisis in housing affordability and ownership that, left unaddressed, stands to threaten the future economic and social success for American families and their children.





	This document lays out constructive ideas and recommendations to encourage affordable housing opportunities and increase the supply of affordable housing nationwide. Our recommendations encompass the following:





Closing the Homeownership Gap


Support and promote administrative relaxation of HUD policy regarding owner-occupancy ratios under the FHA condominium insurance program


Support and promote legislation modifying the FHA adjustable-rate mortgage product to accommodate a hybrid FHA ARM and eliminate the loan cap on ARMs


Support the creation of public/private partnerships to promote the Section 8 homeownership program





Creating Underwriting/Financing Incentives


Lengthen the amortization period for FHA mortgage loans beyond the existing 30-year term


Make permanent the FHA downpayment simplification calculation


Support legislation that provides for detailed disclosure of mortgage lending credit scores


Encourage the use of rental payment history as credit information to improve access to credit





Stimulating Affordable Rental Housing


Eliminate disincentives to tax credit programs 


Increase the FHA multifamily loan limits


Eliminate the disincentives to owner participation in the Section 8 program


Support legislation that provides adequate federal funding for for the assessment, cleanup and redevelopment of brownfields sites


Support and promote legislation that expands designations and broadens resources for the Enterprise Zone/Enterprise Community Initiative





Improving Access to Housing


Enhance the Fair Housing Initiatives Program and the Fair Housing Assistance Program


Support legislation strengthening Title III of the Americans with Disabilities Act





Enhancing the Mission and Delivery of Existing Federal Housing Programs


Remove the disincentives and barriers that limit the mission and objectives of critical housing programs. 





	As the Millennial Housing Commission undertakes the challenging task of identifying solutions to our nation's affordable housing crisis, the NATIONAL ASSOCIATION OF REALTORS®  stands ready to work with the Commission to fulfill its mission in this important area.
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INTRODUCTION





The NATIONAL ASSOCIATION OF REALTORS®  represents a wide variety of housing industry professionals committed to the development and preservation of the nation's housing stock and making it available to the widest range of potential homebuyers.  The Association has a long tradition of support for innovative and effective Federal housing programs and we work diligently with Congress and the Executive Branch to fashion housing policies that ensure Federal housing programs meet their mission responsibly and efficiently.





Very simply, Federal support of housing is a critical element in meeting the goals of decent housing and homeownership opportunities for all.  However, these goals will only be achieved if there is mutual support and cooperation from all concerned groups, including state and local governments, private enterprises, charitable organizations, REALTORS® , builders and those involved in mortgage finance.  





Housing has always been and continues to be one of the highest personal and social priorities in America.  This national expression fostered landmark legislation in 1949 insuring "decent and suitable" housing for all Americans that has been directed to two basic but primary goals over the years: providing an adequate supply of affordable rental housing and promoting widespread homeownership opportunities.  





Despite these ideals and our nation's unprecedented economic prosperity, our nation is experiencing a growing crisis in housing affordability and ownership.  More specifically, while the country is enjoying a record homeownership rate, the homeownership rate for ethnic Americans continues to lag below 50 percent.  The number of working families with worst case housing needs has increased sharply.  The stock of rental units that are affordable and available is rapidly declining.  





The need for affordable housing and homeownership is well documented in various research reports from a variety of institutions and interest groups. The NATIONAL ASSOCIATION OF REALTORS®  commends the Millennial Housing Commission for undertaking the awesome task of evaluating the nation's efforts to support decent housing for all Americans and make recommendations about housing policy for the United States. The NATIONAL ASSOCIATION OF REALTORS®  welcomes this opportunity to share our views and observations regarding housing policy and programs and we stand ready to work with the Commission to fulfill its mission in this important area.





Closing the Homeownership Gap





Fueled by the nation's strong economic prosperity, the national homeownership rate reached a new annual high of 67.7 percent in 2000 and continues to climb across all geographic regions, age groups and ethnic groups. All-time high rates were set for minorities, at 48.2 percent; Hispanics, at 46.7 percent; central city residents, at 51.9 percent; households headed by females, at 53.3 percent; and married couples younger than 35, at 61 percent.  However, despite these important gains, persistent homeownership disparities between whites and minorities narrowed slightly. The NATIONAL ASSOCIATION OF REALTORS®  believes continued efforts must be undertaken to provide opportunities to underserved populations to achieve the dream of homeownership.  With the introduction of low-downpayment products, flexible underwriting standards, and improved risk assessment tools, the mechanisms exist to close our nation's homeownership gap. We recommend the following to complement the innovation and outreach undertaken by the real estate industry:





Support and promote administrative relaxation of HUD policy regarding owner-occupancy ratios under the FHA condominium insurance program.  Currently, HUD requires that condominium developments be at least 51 percent owner-occupied before individual units can be deemed eligible for FHA-insured loans.  The policy is restrictive because it limits sales and homeownership opportunities, particularly in market areas comprised of significant condominium developments and first-time homebuyers.  It is important to note that the condo market has matured since adoption of the 51 percent rule.  Liquidity risk has dramatically declined as the market has matured which, in turn, has fueled the growth and popularity of condo ownership as a viable homeownership tool. In support of this, our research has determined that nationwide sales of previously owned condominiums and cooperatives climbed to a record level of 763,000 units in the three months of 2001, up 5.8 percent from 721,000 during the previous quarter.





Support and promote legislation modifying the FHA adjustable-rate mortgage product to accommodate a hybrid FHA ARM and eliminate the loan cap on the aggregate number of ARMs that FHA may insure annually.  The FHA adjustable-rate mortgage experience has demonstrated it to be a viable and sound product that has evolved into a standard home financing tool and patterned by other mortgage providers. A "hybrid" ARM provides a mix of adjustable-rate and fixed-rate features, providing a useful avenue of homeownership especially for first-time homebuyers.  The hybrid ARM carries a fixed rate for an initial period of time -- customarily three to seven years -- followed by rate adjustments once a year for the balance of the 30-year loan term. 





Support the creation of public/private partnerships promoting outreach encompassing the Section 8 homeownership program and eliminate the disincentives associated with Public Housing Agencies (PHAs) participation.  HUD now permits tenant-based Section 8 holders to use their voucher payment towards the purchase of a home.  This new initiative has the potential of broadening the range of affordable housing opportunities and providing a step up the housing ladder to homeownership. Yet, the program has not received widespread recognition and very few PHAs that administer the Section 8 tenant-based program have opted to offer the homeownership program to their residents. 





Creating Underwriting/Financing Incentives





Mortgage financing is readily available in the United States due principally to a competitive marketplace, stable home values and a thriving capital market infrastructure.  Nevertheless, some forms of homeownership financing are not adequately available in all markets.  Moreover, mortgage financing is not always adequately available in certain neighborhoods or areas, particularly those communities that are experiencing an economic downturn..  To facilitate affordable housing and generate new homeownership opportunities, the continuous availability of mortgage financing is a critical ingredient.





The NATIONAL ASSOCIATION OF REALTORS®  has continuously maintained that the cost, terms, and availability of mortgage financing are of critical importance to the level of homeownership.  While our mortgage finance system provides a steady and reliable source of market-rate mortgage money, transaction costs linked to home purchase and financing remain high.  For many potential homebuyers, the lack of cash available to accumulate the required downpayment and closing costs is a key impediment to purchasing a home.  Other households do not have sufficient available income to make the monthly payments on mortgages financed at market interest rates for standard loan terms.  To address these barriers, the NATIONAL ASSOCIATION OF REALTORS®  recommends the following:





Lengthen the amortization period for FHA mortgage loans beyond the existing 30-year term.  Currently, the term of the mortgage insured under the FHA single-family mortgage insurance program cannot exceed thirty years.  Extending the life of the loan above thirty years would reduce the monthly mortgage payment, allowing more households to qualify for a mortgage and, hence, increase homeownership opportunities.  Research conducted by the NATIONAL ASSOCIATION OF REALTORS®  has determined that approximately 52 percent of American households currently can qualify to purchase the U.S. median priced home of $139,000 with a 30-year mortgage.  This amounts to approximately 54.7 million households.  Extending the life of the loan to 35 years would enable almost 54 percent of American households to qualify for a $139,000 home, representing an increase of 1.4 million households.  And, extending the life of the loan to 40 years would permit almost 55 percent of households to qualify for homeownership, an increase of 2.6 million households above current levels. 





Make permanent the FHA downpayment simplification calculation.  In 1996 Congress approved legislation simplifying the FHA downpayment calculation as a two-year pilot program in Alaska and Hawaii. Simplifying the calculation made it easier for FHA borrowers to understand the downpayment process and it made the downpayment on an FHA loan more affordable. Recognizing the benefits resulting from the simplification process, in 1998 Congress extended the calculation another two years and made it applicable nationwide.  In 2000 Congress extended the simplification calculation 27-months, to December 31, 2002.  The NATIONAL ASSOCIATION OF REALTORS®  believes that the simplified downpayment calculation should be made a permanent feature of the FHA single-family mortgage insurance program. 





Support legislation that provides for detailed disclosure of mortgage lending credit scores including meaningful explanatory data.  Consumers need to be fully informed as they make a decision to accept a mortgage offered by a lender.  The disclosure should permit a borrower to evaluate the situation if denied credit, or if the rate or credit terms do not meet the borrower's criteria.  Further, consumers should be empowered to ask the lender if a credit scoring system was used, what characters or factors are used in that system, and the best ways to improve or better the mortgage application.





Encourage the use of rental payment history as credit information to improve access to credit in the homebuying process.  With the movement of major lenders to automated processing to streamline the availability of mortgage credit, credit scoring is an emerging issue that will significantly influence mortgage credit availability and definitions of creditworthiness.  Consequently, the types of supporting information to be collected and used for developing appropriate scoring models and predicting borrower creditworthiness is a key factor.  If properly utilized and framed with appropriate consumer safeguards, automated underwriting has the potential of making mortgage credit more widely available at lower costs.  However, the challenge is to ensure that automated underwriting does not perpetuate racial disparities in the loan process and to identify loan repayment predictor mechanisms that do not disadvantage special populations.  Tracking rental payment history may serve as a useful predictor in determining the creditworthiness of a borrower and, hence, their acceptance for mortgage credit. With the FHA single-family mortgage program stronger than ever, we believe the timing is appropriate for FHA to return to its mission as mortgage finance innovator and take the lead and implement this recommendation.





Stimulating Affordable Rental Housing





The need for affordable housing is well documented in various research reports from a variety of institutions and interest groups, with one out of every seven American families having a critical housing need, including millions of working families.  The problem is not only one of affordability but also one comprising inventory shortages in many areas of the country. Very simply, families should not have to pay more than half their income for housing nor live in severely dilapidated homes.  Our country is built on the foundation that a decent home in a suitable living environment is a basic tenet of American life.





The NATIONAL ASSOCIATION OF REALTORS®  believes that federal mortgage finance and assisted-housing programs that have proven records for producing and preserving affordable housing must not only be preserved but strengthened and provided with significant additional resources.  Moreover, to encourage homeownership opportunities for all Americans and increase the supply of affordable housing nationwide, necessary initiatives, programs and policies must be developed and supported by key policymakers.





Eliminate disincentives to tax credit programs to stimulate broader and increased affordable housing opportunities.  Tax credits have served a useful purpose by providing equity investments for affordable rental housing.  They have served as enormously successful tools in not only producing affordable housing but also in attracting owners and investors to finance the construction and rehabilitation of affordable housing.  Very simply, tax credits provide investors a dollar-for-dollar reduction in their federal tax liability in exchange for providing financing to develop affordable housing.  One such program, the Low Income Housing Tax Credit (LIHTC), has a tremendous record of success for producing affordable housing. Yet, its reach is restricted by guidelines that limit the income levels of tenants and rent levels of apartment units.  Further, participation by owners and investors is limited because of the numerous administrative rules and regulations, lengthy application process and burdensome compliance forms that must be submitted and completed.





Increase the FHA multifamily loan limits.  Despite our nation's economic growth and prosperity, millions of working American families are facing a housing affordability crisis.  This is exacerbated by the continuing decline of the nation's affordable housing stock.  The increased demand for housing coupled with diminished supply is straining housing units nationwide, thrusting policymakers to devise useful solutions and approaches to stimulate new affordable housing opportunities. Absent new and immediate solutions to the problem, a more feasible and direct approach to stimulate the availability of affordable rental housing entails modifications to existing federal programs to spur new production and substantial rehabilitation.  Increasing the FHA multifamily loan limits by 25 percent represents a plausible solution to the affordable housing crisis.  The loan limits for FHA multifamily insurance have not been revised upward since 1992, contributing significantly to FHA's inability to be a viable source for rental housing.





Eliminate the disincentives to owner participation in the Section 8 voucher program.  NAR and its affiliate, The Institute of Real Estate Management, is involved in the ownership and management of Section 8 properties in recognition that affordable rental housing is the first step on the housing ladder for many Americans.  The Section 8 program provides a government subsidy, or voucher,  to bridge the gap between a low-income tenant's income and the cost of providing housing, enabling recipients to choose where they want to live.  Because of the dwindling supply of affordable housing, each year thousands of vouchers are returned, unused, to HUD because the families provided the assistance were simply unable to locate affordable housing.  A principal reason for the decreasing supply of available and affordable rental housing is owners' increasing unwillingness to accept housing vouchers due to the regulatory burdens associated with the program.  Owner participation customarily entails sacrificing private property rights and complying with burdensome regulations and procedures that compromise the performance and viability of a property.  These disincentives include entering into housing assistance payment contracts; amendments of landlord leases; and compliance with regulations not normally attendant in conventional housing practices. 


 


Support legislation that provides adequate federal funding for the assessment, cleanup and redevelopment of the nation's brownfield sites and the elimination of local liability.  Redeveloping brownfields sites poses significant benefits to communities, particularly urban areas where most brownfields are located.  Turning these areas into viable community uses enhances local tax revenues, creates jobs and stimulates affordable housing and investment projects benefiting the people who reside in the affected communities. 





Support and promote legislation that expands designations and broadens resources encompassing HUD's urban Enterprise Zones and Enterprise Community Initiative.  The Enterprise Zone/Enterprise Community (EZ/EC) Initiative facilitates the conversion of vacant lots and abandoned buildings to new business complexes and affordable housing, providing housing and employment opportunities and strengthening support services to benefit local residents and their communities.  NAR supports initiatives that foster job growth and retention matched with homeownership opportunities enhancing community and economic revitalization and the nation's continuing prosperity.








Improving Access to Housing





As our nation's laws and culture have changed to recognize and provide the right of all people to freely choose where they will live, so too has the commitment and practices of the private sector housing industry changed to open the doors to homeownership opportunities for underserved and unserved populations.  Yet, discriminatory practices -- real and perceived -- continue to stubbornly persist mandating a stronger commitment and effort by all participants in the housing industry.  In many instances racial and ethnic minorities, elderly citizens, people with disabilities and families with children have been denied the opportunity to realize the American dream of homeownership.





Very simply, the NATIONAL ASSOCIATION OF REALTORS®  is steadfast in its commitment to ensuring equal opportunity in housing and the right of all people to choose freely where they will live without the constraint of prejudice or discrimination.  While market pressures and honorable initiatives are resulting in increased access to housing opportunities, we recognize the importance of continuously encouraging the private sector to responsibly join federal, state and local entities in ending housing discrimination.  To meet this objective, as the "voice of real estate" we readily accept and wholeheartedly welcome our role as leaders in the achievement and promotion of fair and accessible housing and as an advocate for fair and workable policies and regulations that assure families of their right to choose where to live.





Enhance the Fair Housing Initiatives Program (FHIP) and the Fair Housing Assistance Program (FHAP) to encourage combined education and enforcement efforts, increased partnership between fair housing organizations and housing industry groups, and to support innovative solutions such as self-testing.  NAR takes seriously its responsibility to educate its members regarding fair housing and has developed award-winning training programs widely utilized throughout the nation.  Because of our education and partnership successes, NAR believes it is appropriate to measure the relative effectiveness of various approaches to ending housing discrimination and to ascertain ways to link enforcement and education efforts to increase their impact.  NAR believes that the FHIP/FHAP should become more flexible to support innovative and collaborative efforts between the housing industry and private fair housing organizations.





Support legislation strengthening Title III of the Americans with Disabilities Act (ADA) by providing businesses with notices of non-compliance affording owners the opportunity to expend resources making their properties more accessible to the disabled.  Currently, the ADA does not contain a notice requirement for violations of the ADA exposing business owners to face costly litigation for non-compliance.  While the public accommodations provisions in Title III of the ADA do not allow plaintiffs to collect damages for violations of any of its access standards, it does permit attorneys to collect their fees.  This has encouraged a number of attorneys to sue businesses over infractions that are inexpensive to remedy but for which the businesses must pay costly plaintiffs' attorneys' fees and expenses.  Amending the ADA to include a notice requirement for violations of the ADA before a court could assume jurisdiction over the dispute would permit businesses to bring properties into compliance without facing costly and unnecessary litigation.





Enhancing the Mission and Delivery of Existing Federal Housing Programs





Government mortgage programs represent the most important source of homeownership for many American families.  The Federal Housing Administration's (FHA) single-family mortgage insurance program is the only mortgage insurance program that provides complete geographic coverage of the United States; the Department of Veterans Affairs (DVA) home loan guaranty program provides an entitlement homeownership benefit to men and women veteran and service personnel as appreciation for their service to their country; and the Rural Housing Service's (RHS) loan and guarantee programs offer financing, homeownership and development opportunities to rural families and communities to ensure the availability and accessibility of credit and housing assistance.





Federally-assisted housing programs facilitate the financing needed to deliver and preserve affordable multifamily rental housing opportunities.  Through the FHA and RHS, a variety of multifamily programs have enabled individuals and families to attain housing opportunities while helping developers produce multifamily housing.  





NAR strongly supports, and is an active participant in, government mortgage and federally-assisted housing programs and believes their continued operation is necessary to provide homeownership and rental housing opportunities.  While these programs have been beneficial over the years in addressing the particular housing needs of program recipients, their ability to keep pace with ever-growing demand has been constrained due to outdated or outmoded policies and procedures hampering their mission and objectives.  To ensure their continued viability and goal of providing safe, decent and affordable housing to American families, NAR recommends the following:





VA Home Loan Guaranty Program


Support legislation increasing and indexing the veterans guaranty amount to ensure VA mortgages maintain pace with home sales prices.  Currently, the VA guaranty amount is $50,750 allowing veterans to purchase a home loan up to a maximum of $203,000.  The VA guaranty was last increased in 1994 and currently lags the FHA high-cost mortgage limit of $239,250 and the conforming Fannie/Freddie loan amount of $275,000.





Support legislation re-establishing the VA adjustable-rate mortgage (ARM) program and offer a hybrid ARM.  The VA ARM was established in 1992 as a three-year pilot program.  The program expired in 1995 because of budgetary concerns presented by the Congressional Budget Office despite widespread appeal within the veteran community and real estate industry.  Creation of the VA ARM program helped to modernize the VA home loan guaranty program and make the VA mortgage program attractive and competitive with other mortgage products.





Eliminate the two-year work requirement for VA home loan purchasers.  One obstacle to achieving homeownership more rapidly for veteran borrowers is the requirement that veterans have two years of stable employment history in order to be eligible for a VA loan guarantee.  Currently, many private lenders use more flexible underwriting standards, including demonstration of current employment.  Additionally, many self-employed veterans are unable to qualify for a VA loan guarantee because of the two-year stable employment restriction. Elimination of this underwriting requirement, accompanied by verification of current employment, would enable more veterans to achieve homeownership sooner from their discharge dates.





Make reservists' eligibility a permanent feature of the VA home loan guaranty program.  In 2000 reservists' participation in the home loan program was extended by Congress through September 30, 2007. Their eligibility started in 1992 as a pilot program and has been re-extended numerous times by Congress.  Reservists' participation has resulted in tens of thousands of dedicated National Guard and Reserve members fulfilling their dreams of homeownership.  Their participation has helped to reinvigorate the program and not only provided financial stability to the VA program but also contributed a lower default rate than most other program participants.  





Utilize public/private partnerships in the management and marketing of VA's property management operations.  The DVA is considering alternatives to its existing Property Management operations to improve efficiency and increase prompt delivery of properties to the sales marketplace.  NAR encourages the DVA to utilize the services and involvement of local real estate professionals and to utilize the services of more than one entity in a particular geographic region to limit the potential for monopoly and marketplace disadvantages.  Further, NAR recommends that all properties be listed with real estate professionals participating in local and regional Multiple Listing Services, in compliance with local MLS rules and guidelines, as an effective method of ensuring the widest possible access to properties by the general public. 





Expand the VA appraiser fee panels to include more appraisers particularly in markets where there is an acute shortage of VA appraisers.  Current law requires that appraisers be assigned from the DVA's list of appraisers on a rotational basis.  In some areas the rotation system is causing imbalances in the number of appraisers in differing regions of the country and are contributing to lengthy periods of time to complete VA-approved appraisals.  This longer processing period either discourages a seller from contracting with a veteran or precludes a veteran from finalizing his or her purchase. 





FHA Multifamily Mortgage Insurance Programs


Reform credit subsidy and commit increased resources to FHA multifamily programs to ensure their uninterrupted operation.  Beginning 1992 the Federal Credit Reform Act significantly altered the budgetary treatment of credit programs including loan guarantee programs.  Under the Credit Reform Act FHA is required to estimate its net costs to the government of insuring new mortgage loans in addition to estimating the losses from anticipated defaults on loans in its current portfolio. The Act requires that federal agencies have budget authority to cover a program's cost to the government in advance, before new loan guarantee commitments are made.  As a result agencies must determine needed credit subsidy on a program-by-program basis, based on whether the programs represent a cost to the government, break even, or make a profit. Consequently, new multifamily loan volume that FHA may insure is limited by the amount of budget authority FHA is provided for credit subsidy.





For the second year in a row, the credit subsidy process has contributed to HUD halting insurance activity for multifamily mortgages principally because of a depletion of subsidy funding for FHA's multifamily programs.  In FY2001 Congress appropriated only $101 million which was exhausted by April 19.  In FY2000 HUD announced on July17, 2000 that all credit subsidy was committed and that firm commitments would be conditioned upon the availability of credit subsidy. Furthermore, an emergency supplemental appropriation of $40 million approved by Congress December 2000 is not being made available for use.  The effect of the shutdowns is jeopardizing the production of thousands of critical affordable housing units.  Without these important funds many projects will not be built and developers who have invested significant dollars in up-front costs for land options, plans and specifications and other pre-development costs will lose those investments.





HUD's Property Disposition Program


Remove the disincentives of marketing properties through HUD's Management and Marketing Sales Contract program to improve the availability of HUD real estate-owned properties and reduce government inventory and program costs.  Currently, HUD disposes of its foreclosed inventory stock through private management and marketing companies who are under contract to the Department for all aspects of property disposition. Because the contractors operate under incentive-based criteria to obtain the best price for sales within the quickest timeframe to maintain low costs to the government, this process does not always result in timely and correct information being made available to the public regarding properties for acquisition.  NAR has consistently maintained that local REALTORS®  must be involved in the sale of HUD-owned properties to facilitate the availability of information about and marketing of affected properties. We also encourage the Department to require the management and marketing contractors to feature regular training and education sessions on behalf of the local real estate community to increase broker participation and prospective purchasers





Modify HUD policy permitting licensed real estate brokers to participate under the Teacher Next Door/Officer Next Door (TND/OND) programs.  Currently, homebuyers are required to utilize a licensed real estate broker when bidding on a HUD-owned property under the Department's management and marketing program.  However, under the TND/OND program, prospective purchasers' use of a broker when bidding on a property is significantly discouraged because, under HUD policy, the broker's fee is subtracted from the purchaser's discount. The result is that meaningful prospective home purchasers under TND/OND are unfamiliar with the home purchase process and left vulnerable to incidents of fraud and abuse.       





Rural Housing Programs


Commit increased resources to the Section 502 direct loan program.  The Section 502 direct loan program is the basic RHS individual homeownership loan program providing funding assistance to states for loans for very-low, low-, and moderate-income homebuyers.  While the program has been instrumental in addressing rural housing needs, appropriations have not kept pace with the growing gap between the number of decent, affordable housing units in rural communities and the need for those units.





Permit borrowers to finance into their mortgages the full two percent guarantee fee under the Section 502 guaranteed loan program.  The Section 502 guaranteed loan program was established in 1991 to guarantee home loans made by private lenders for moderate-income rural borrowers who might not be able to obtain credit otherwise.  The program permits borrowers to obtain loans for 100 percent of the appraised value of a house, thereby eliminating the downpayment barrier that prevents many rural families from becoming homeowners.  Last year Congress approved a provision increasing the guarantee fee from one to two percent of the principal amount of the loan.  Currently, RHS does not permit borrowers to finance the fee into their loan. Modifying this policy will ease rural borrower's financial hardships associated with the fee increase.






































 





 








     















































