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Obtaining a 538 Loan – The Application Process

Section 538 Guaranteed Rural Rental Housing (“538”) Loan Program
The flowchart below illustrates the 538 application process.  The 538 program is “lender driven”, i.e. USDA guarantees the loan rather than lending directly.  A commercial lender must commit to a project before an application can be submitted to USDA.  Therefore, the primary point of contact for rural housing developers is typically the lender.

Developers are welcome, indeed encouraged, to discuss their proposals with USDA prior to seeking financing, but 538 applications may only be submitted by a lender.  

	Developer presents project to lender.  

(
Lender commits to finance the project subject to a 538 guarantee
	USDA publishes NOFA (Notice of Funds Available) annually in Federal Register inviting preapplications:
  http://www.rurdev.usda.gov/rd/nofas/index.html



(
Lender submits preapplication letter to USDA National Office 

(See “538 Preapplication Checklist” for guidance)

(
USDA National Office select preapplication for processing; refers preapplication to USDA State Office

(usually within 30 days)

(
USDA State Office immediately invites complete application

(
Lender submits complete application to USDA State Office

(See “538 Application Checklist” for guidance)

(
USDA credit and environmental analysis (as information is received)

Approval decision is made at State Office level

Approval decisions are typically issued within 30 days of receiving a complete application.

Projects involving more than 25 units may experience delays due to more extensive environmental analysis requirements.

(
USDA State Office issues Conditional Commitment

(
Lender & Borrower accepts Conditional Commitment

(
Development work proceeds to completion

Lender meets Conditional Commitment conditions; closes loan

Lender pays fee, requests guarantee

(
USDA State Office verifies conditions are met & issues Loan Note Guarantee

(
Lender services loan

More Information

Contact Michael Kelley, 538 Coordinator, USDA Rural Development, Multi-Family Housing Section, 430 G St., #4169, Davis, CA 95616-4169.  Telephone: (530) 792-5813.  Telefax: (530) 792-5838.  E-mail: mike.kelley@ca.usda 

USDA Rural Development is an equal opportunity Lender, Provider and Employer.
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