Subject line: Please join bipartisan letter addressing USDA Section 502 changes impacting Colorado families

Dear Olu Ogidan/Joris Alawoe,
I am writing on behalf of Habitat for Humanity of Archuleta County to express serious concern about USDA’s Feb. 10 revisions to the Section 502 Direct Loan Handbook (PN 655). These sudden changes make the program unusable for the construction of new homes in my community. 
Senators Curtis (R-UT) and King (I-ME) are leading a bipartisan letter to USDA Secretary urging the Department to rescind the Feb. 10 revisions and restore prior guidance. The letter also asks USDA to work closely with Congress and stakeholders to ensure that any future updates reflect statutory intent and the realities of rural housing markets. We respectfully request that Senator Bennet/Hickenlooper join this important letter.

USDA’s new rules:
· Reduce loan limits from 80% to 60% of HUD 203(b) levels, making it harder for rural families to qualify — especially where construction costs or appraisals exceed these limits. 
As a high cost area, Archuleta County was operating under an exception, so our area loan limit was $547,000. The revision dropped this number over two hundred thousand dollars, to less than our cost of construction.
· Deny loans when appraised value exceeds the loan limit, even if the loan amount is affordable, stripping families of sweat equity and undermining self-help and Habitat construction models.
· Require two state director reviews for every loan, causing thousands of extra administrative steps and risking significant delays. 
We already apply for these mortgages 12 months prior to closing, and still have issues getting closed on time!
· Lower packaging fees by half, hindering nonprofits that help families navigate the program. 
Since we often work with buyers for a year prior to starting construction to help them qualify for mortgage financing, the packaging fee didn’t cover staff time to begin with.

At a time when rural America urgently needs more starter homes, these new rules sharply limit nonprofits like Habitat from using the program and significantly reduce our ability to produce new housing supply. In particular, lower loan limits and rigid appraisal rules mean many modest homes can no longer be financed through Section 502, even when families fully qualify and costs are reasonable, making it increasingly difficult for Habitat to sustain its successful model of building and selling affordable homes in rural communities.
 
Habitat Archuleta builds with workforce families earning up to 80% of AMI or $81,600 for a family of four. All of the changes mentioned above negatively impact Habitat Archuleta and the families who partner to build their homes with us, but the Area Loan Limit has the most devastating effect on the program. 
The USDA’s Area Loan Limit refers to the full purchase price of a property, not the USDA loan amount. That means all downpayment assistance grants and loans required to be on the closing real estate documents are subject to this limit.
Habitat Archuleta builds modest all-electric modular homes which appraise for $425,000 to $480,000 in the current market. Our hard costs of construction hover around $350,000 per home.
With a new Area Loan Limit of $324,700, Habitat Archuleta is faced with taking a loss on our cost of construction on every single unit because we are no longer able to stack USDA Direct mortgages with other funding sources like construction grants and nonamortizing loans.
The new Area Loan Limit also forces us to sell homes for far less than the appraised value, eliminating Habitat Archuleta’s forgivable silent second mortgage, and negatively impacting nearby property values. 
 
At a time when lawmakers across party lines are pursuing legislation to increase the housing supply and improve affordability, these rules will put homeownership further out of reach. Families who saved, completed homebuyer education, and followed every requirement are now being told they no longer qualify because USDA changed the rules mid‑stream.
For these reasons, we respectfully ask that Senator Bennet/Hickenlooper join this important letter to USDA Secretary, Brooke Rollins, urging the department to rescind the Feb. 10 revisions and restore prior guidance on the Section 502 Direct Loan Program.
Doing so will help restart rural housing production, ensure families who followed the rules can still become homeowners, and keep this vital program functioning in communities like ours.
Please let me know if you have any questions or you can reach out to Kannon Butler in Sen. Curtis’ (kannon_butler@curtis.senate.gov) office and Naomi Zeigler Nagle in Sen. King’s (naomi_zeigler_nagle@king.senate.gov) office. 
Thank you for your attention and for supporting rural homeownership.
Sincerely,
 Leah Ballard
 Executive Director
 Habitat for Humanity of Archuleta County
director@habitatarchuleta.org
970-264-6960
